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~ nthe Cover 


__ NOVA adds value to energy through 


_ producing, marketing and transporting 


natural gas and upgrading natural gas 


and other hydrocarbons into eremicals 
and plastics. 


Above: : 


NOVA has been a pioneer in developing and 
using automated pipeline welding systems. 


a Here, a a continuous wire-feed system is used 
ona length of 48-inch- diameter pipe near 
8 Brooks, Alberta. Mobile sheds travel the 

: length of the pipeline, allowing welders to 
use this sophisticated equipment in a 


Mee controlled environment. Charlie Muylaert 
is the welder and Randy Hesselink is the 
a : ae helper. 


Below: 

NOVA owns a unique refining and 
petrochemical research company at 

_ Pasadena, Texas, called Chemical Research 
and Licensing Company (CR&L). 

CR&L exploits its world-leading expertise in 
| catalytic distillation. The best-known 


applications of this technology are in the | 


manufacture of methyl tertiary butyl ether 
(MTBE) and tertiary amyl methyl ether _ 

(TAME). Both are high-octane oxygenated 
gasoline additives. Demand for these | 
products is increasing rapidly due to | 


oxygenated fuel requirements. Michael King, 


manager, Analytical Development, 
is pictured. 


Annual Meeting 


NOVA Corporation of Alberta’s 
annual meeting will be held on 
Friday, April 23, 1993, at 10:30 a.m. 
in the Calgary Convention Centre, 
120 Ninth Avenue S.E., Calgary, 

~ Alberta. | 
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Financial Highlights 


Year Ended December 31 (millions of dollars, except for per share data and ratios) 1992 1991 
Income 
Revenue $ 3,027 o13.074 
Net income from continuing operations 
before restructuring charge $ 164 ¢ 46 
Restructuring charge (after tax) $ —- $ (675) 
Discontinued operation 2 Husky Oil Ltd. $ - $ (294) 
“Netincome (loss) $ 164 $ (923) 
ij Net income (loss) per common share _ 
ns 1 $ 0.39 $ (2.99) 
Des ale ee Bese: at! ET 1 WG 15.50) 
Cash flow 
Funds from continuing operations $ 451 S$ | 223 
Capital expenditures | 
Pipelines ai $ 451 $ 555 
Chemicals $ ae 
Dividends paid per common share $ 0.24 $ 0.45 
Financial position 
Assets of continuing operations $ 6,189 $ 5,802 
Common equity per share" Sma eS" 445 
Long-term debt: equity ratio ; L331 pA sleil 


(1) Includes convertible debentures and warrants. 


All dollar figures used in this annual report are quoted in Canadian dollars unless indicated otherwise. 


Net Income from Continuing Operations 


1988 1989 1990 UDI 1992 
(millions of dollars) 44] 218 203 46 164 


*before restructuring charge 


Total Assets 


1988 1989 1990 1991 1992 


(billions of dollars) 7.6 7.6 6.7 5.8 6.2 


$ 


Fr) | A | 


1990 
3,980 
203 


(18) 
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CORPORATE HIGHLIGHTS 


B> NOVA’s shareholders earned a 24 per cent 
total return on their investment for the year ended 
December 31, 1992. This was the second-best total 
return among the TSE 300. The total return over 
the past five years is shown below. 

Bb Net income was increased to $164 million, 
compared with $46 million (from continuing 
operations before restructuring charges) in 
1991. Restructuring charges and losses on the 
sale of assets contributed to 1991’s net loss of 
$923 million. 

B NOVA strengthened its balance sheet by 
raising some $560 million in new common equity. 
Canada’s two principal bond rating agencies raised 
NOVA’s credit rating to A (Low). Two leading 
U.S. debt rating agencies assigned comparable 
ratings for NOVA’s credit. 

Bb Funds from continuing operations rose to 
$451 million in 1992, from $223 million in 1991. 
B The Alberta Gas Transmission Division 
(AGTD) had its sixth successive year of record 
natural gas shipments. Field receipts totalled 
3.4 trillion cubic feet in 1992, up 13.1 per cent 
over 1991. 

b> NOVA has invested some $1.7 billion in 
AGTD’s pipeline system since 1990. Despite this 
significant investment, the average unit cost of 
transporting gas on the system declined in 1992. 

B Despite added rate base, 1992 pipeline earn- 
ings were only slightly better than 1991 earnings, 
reflecting a reduction in AGTD’s regulated rate of 
return. Regulators set AGTD’s 1992 total rate of 


Total Return Performance” 


140 
130 
120 
110 
100 


90 


1987 1988 


mem OVA monet 7'SE 300 


return at 10.95 per cent, including a 12.5 per cent 
after-tax return on a deemed common equity 
component of 32 per cent. The reduction in 
AGTD’s rate of return reflected lower long-term 
interest rates. 

b> The chemicals business surpassed its goal of 
achieving a cash flow breakeven position, gener- 
ating net cash flow of approximately $80 million 
in 1992 (after interest and capital expenditures). 
B® Earnings from chemicals operations were 
improved by $110 million over 1991. Sharply 
improved earnings and cash flow were achieved 
despite weak market conditions. 

B® Novacorp International Consulting Inc. com- 
pleted two important initiatives in 1992. A joint 
venture technical services company was created 
with Petroliam Nasional Berhad (Petronas), the 
national oil company of Malaysia. In Argentina, 
Novacorp acquired a 16.2 per cent interest in 
Gasinvest S.A.,a company which owns 70 per cent 
of that country’s northern natural gas pipeline 
system. A subsidiary of Novacorp will be the 
technical operator of the pipeline. 

B Pan-Alberta Gas Ltd. marketed a record 
volume of 466 billion cubic feet of natural gas. 
Pan-Alberta met every commitment to its 
customers in full during tight supply periods late 
in 1992: 

B® Foothills Pipe Lines Ltd. moved a record 
535 billion cubic feet of gas in 1992, representing 
approximately 26 per cent of all Canadian natural 
gas exported to the United States. 


1989 1990 199] 1992 


semen TSE 300 Industrials Subindex 


*Total Return = Appreciation in share value, assuming reinvestment of dividends 


Assumes $100 invested on 12/31/1987 in NOVA Common Stock, TSE 300 and TSE 300 Industrials Subindex 


a a 


A turnaround 
in financial 
performance 
despite weak 
markets. 
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REPORT 10 SHAREHOLDERS 


Nineteen-ninety-two was a year of substantial progress for NOVA on almost 
every front. 


Customer Focus 


We took significant initiatives to develop a better understanding of our customers. 
During 1993, NOVA will be changing to improve customer service and make the 
company more responsive to its customers’ 
needs. NOVA’s goal is simple: to consistently 


exceed its customers’ expectations. 


ie eae People Leadership 
7 a : A commitment to pace-setting ‘people leader- 


ship’ is taking root at NOVA. People leadership NOVA’s oa 
means building the leadership abilities of our 

employees, and giving them the freedom, the IS simple: 

tools and the support to do their jobs excep- to consistently 


tionally well. In 1992, we took steps to move ; 
decision-making responsibility and authority exceed fs 
closer to the customer, at the level where customers 


our people meet NOVA’s daily challenges . 
JE. (Ted) Newal expectations. 


President and 
Chief Executive 
Officer 


face-to-face. 


Productivity 


Major productivity gains were recorded in 
almost every area of NOVA. 
Most head office functions have been 


downsized and decentralized into the compa- 
ny’s business divisions. This was implemented quickly and smoothly, reducing 
costs and improving productivity. This initiative also responds to the preference 
of our gas shippers, who asked that the Alberta Gas Transmission Division 
(AGTD) be a largely self-contained and freestanding business unit. 

The separate petrochemicals and plastics divisions were merged in 1992. 
Chemicals production was rationalized. Each business area has been challenged 
to meet or beat its competition in cost-effectiveness. 

We will deliver low-cost excellence throughout NOVA. 


Alberta Gas Transmission Division 


In response to shipper requirements for new pipeline capacity, AGTD continued 
to expand its system, constructing more than $450 million of additional facilities 
in 1992. In total, $1.7 billion of new facilities has been added to the system over 
the last three years. Since 1989, system capacity has been increased by 26 per cent. 
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Our objective is 
fo continue fo 
leliver well- 
above-average 
returns fOr Our 
shareholders. 


4 


Despite the large increase in investment, the average unit cost of transporting gas 
on AGTD’s system declined in 1992. 


Novacor Chemicals Ltd. 


The chemicals business delivered positive earnings for the year — and positive cash 
flow after interest expense and capital expenditures. This substantial improvement 
was accomplished despite continued depressed markets. 

Four factors contributed to the chemicals turnaround. We drove down 
internal costs and expenses. Our production facilities boosted operating rates. 
New equity helped us lower corporate debt and associated interest expense. 
A lower-valued Canadian dollar improved our competitive position in 
export markets. 

NOVA’s chemicals businesses are now back on a growth track, with a 
series of low-capital-cost expansion projects under way. General market condi- 
tions are expected to improve gradually during the latter part of 1993 and in 1994. 


Strengthening NOVA'S Balance Sheet 


Late in 1991, NOVA strengthened its balance sheet through the divestment of its 
interest in Husky Oil Ltd. We also wrote down the value of certain chemicals 
assets. We followed these actions with a cost-containment program in 1992. 
Taken together, these steps increased investor confidence in NOVA, and attracted 
greater interest in NOVA equity. 

This interest supported equity issues in February and April, 1992, which 
raised some $560 million of new capital. Combined with the proceeds of the sale 
of our interest in Husky, this infusion of cash delivered a non-cost-of-service 
balance sheet boasting 66 per cent equity — one of the stronger balance sheets in 
the chemicals industry. 


A Commitment to our Shareholders 


Although we made substantial progress in 1992, we are not satisfied with our 
financial results. We expect to deliver further gains in 1993 and again in 1994 — by 
which time we expect our results to be at much more satisfactory levels. 

The stock market recognized our improved performance, as NOVA’s equity 
had one of the best total returns of all stocks in the TSE 300 in 1992. Our objec- 
tive is to continue to deliver well-above-average returns for our shareholders. 

To support our commitment to achieving superior shareholder value, each 
senior officer is required to sustain a significant personal investment in NOVA 
common shares — without financial assistance from the company. In addition, 
70 per cent of employees eligible under NOVA’s Employee Share Purchase Plan 


own common shares in the company. 


EE 
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Business Outlook 


Our Alberta pipeline system will set new volume records again in 1993 — for the 
seventh successive year. The improvement in natural gas markets seen in 1992 will 
continue through 1993. This improvement will drive continued, steady expansion 
of AGTD’s system for a number of years to come — at a pace comparable to 1992 
system growth. The higher levels of capital employed are expected to result in 
increased pipeline earnings in 1993. 

In 1992, the Public Utilities Board of Alberta (PUB) conducted a public 
hearing to review AGTD’s capital structure and its rate of return. The reduction 
in long-term interest rates was one of the factors which led the PUB to reduce 
AGTD?’s 1992 return on equity to 12.5 per cent, from the rate of 13.75 per cent 
which applied in 1991. The PUB approved a capital structure and rates of return 
that it felt would be consistent with an ‘A’ credit rating for AGTD. 

The Canadian Association of Petroleum Producers has initiated a similar 
review of AGTD’s rate of return and its capital structure for 1993. The results of 
the review, expected in the fall of 1993, will apply to the full year. 

Nineteen-ninety-three will be a third straight year of very difficult market 
conditions for chemicals and plastics. However, we expect gradually improving 
demand in 1993, leading to much improved business results in 1994. Internal 


improvements have restored this business to positive earnings and net cash flow. 


A Special Honor 


NOVA takes pride in its efforts to be a model corporate citizen. Many of our 
programs have been singled out for recognition. However, we do take special 
pleasure in being named “Employer of the Year” for 1992 by Native Employment 
Services Association — Alberta. The award recognizes NOVA's leadership in ensuring 


significant native participation in our pipeline construction projects in Alberta. 


Employees Contributions 


The excellent safety record and operational performance delivered by each of 
NOVA’s business units is clear evidence of the high quality of our employees. 
Everywhere in NOVA in 1992, our employees executed the company’s key 
initiatives with excellence and great vigor. Their dedication, energy and 
enthusiasm continues to add much value to NOVA. 


Respectfully submitted on behalf of the board of directors, 


VA Hh See iba 


Richard F. Haskayne .E. Newall 
Chairman of the Board President and Chief Executive Officer 


February 26, 1993 
~—@ 5 
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NOVA Corporation of Alberta is a 
widely held company operating 
internationally from headquarters 
in Calgary, Alberta, Canada. 


The company was incorporated 
in 1954 by a Special Act of the 
Legislative Assembly of the 
Province of Alberta, 


NOVA adds value to energy through 
producing, marketing and 
transporting natural gas and 
upgrading natural gas and other 
hydrocarbons into chemicals and 
plastics. 


In 1992, NOVA generated $3 billion 
in revenue and $164 million in net 
income. Assets at the end of 1992 
totalled $6.2 billion. 


Shares trade on the Toronto, 
Montréal, Alberta, New York and 
London stock exchanges, and 
On Swiss stock exchanges in 
Geneva, Zurich and Basle. 


NOVA employs over 6,000 people. 


b 


bas 


a in Alberta 


Pipelines and Related 
Businesses 


NOVA’ pipelines and related 

businesses include: 

— Alberta Gas Transmission 
Division, 100% owned 

— Novacorp International 
Consulting Inc., 
100% owned 

— Foothills Pipe Lines Ltd., 
50% owned 

— Pan-Alberta Gas Ltd., 
50.005% owned 

— TQM Pipeline Partnership, 
50% owned 


Alberta Gas Transmission 
Division (AGTD) 

AGTD’s pipeline system 1s the 
primary transportation system 
through which natural gas is 
collected for use in Alberta and 
delivered to border points for 
shipment outside the province. 
Representing assets of more 
than $3 billion, NOVA’s Alberta 
pipeline system is one of the 
largest, most technologically 
advanced in the world. 


Each year, the AGTD system 
carries more than 10% of 
natural gas produced annually 
in North America, including 
about 75% of marketed 
Canadian gas production. In 
1992, over $450 million was 
invested in facilities. 


Transportation 


= NOVA System 


_ Alaska NaturalGas si (asia 
___ Transportation System 


© Compressor Station 


AGTD System Statistics: 

— 11,400 miles of pipeline, 
2 to 48 inches in diameter 

— 44 compressor stations 

— 960 major receipt and 
delivery points. 


Total deliveries for 1992 were 
3.4 tcf — enough natural gas to 
heat one million homes for the 
next 29 years. 


Natural gas destined for central 
Canada and the eastern United 
States (Empress border 
station): 1.8 tcf in 1992 
compared with 1.5 tcf in 1991. 


Natural gas destined for the 
western United States (ABC 
border station): 507 bef in 1992 
compared with 515 bef in 1991. 


Natural gas destined for the 
midwestern United States 
(McNeill border station): 
452 bcf in 1992 compared 
with 383 bcf in 1991. 


Natural gas used within 
Alberta was 597 bcf in 1992 
compared with 603 bef 
pel 


ALBERTA 


Within 
Alberta 
597 bef 


California 
507 bef 


U.S.A. 
1,810 bef 


Midwestern 


1992 Volumes Transported 


Total Volumes: 3.4 tcf 


Novacorp International 
Consulting Inc. 

Novacorp engages in 
international pipeline consulting 
and equity investments in 
foreign pipelines. Novacorp also 
owns and operates special- 
purpose pipelines in Alberta. 


Novacorp recently formed a 
joint venture technical services 
company with the Malaysian 
national oil company, Petroliam 
Nasional Berhad. A subsidiary 
of Novacorp owns an interest 
in, and 1s the technical operator 
of, a natural gas pipeline in 
northern Argentina. 


Foothills Pipe Lines Ltd. 

In 1992, Foothills transported 

535 bef of gas to the United 

States, which ranks the 

company as one of Canada’s 

largest carriers of gas for export. 

Foothills System Statistics: 

— 528 miles of pipeline 

— 7 compressor stations 

— 4 meter stations and one 
decompression/ 
recompression facility. 


Chemicals 
Facilities in 
Ontario and Québec 


@ Styrene 


Chemicals 
Facilities 
in Alberta 


Fort Saskatchewan 
a 


Edmonton « 


Joffre = 


© Polyethylene 


® Methanol 


® Polystyrene 


© Polyethylene 


® Integrated Refinery/Olefins 


Foothills is the Canadian 
sponsor of the Alaska Natural 
Gas Transportation System, a 
pipeline project to transport 
Alaskan and northern 
Canadian gas to southern 
markets when economic 
conditions warrant. 


Pan-Alberta Gas Ltd. 
Pan-Alberta is a major 
marketer of Alberta natural 
gas to the United States, with 
about 20% of total Canadian 
exports under contract. Pan- 
Alberta marketed 466 bcf of 
gas in 1992. 


TQM Pipeline Partnership 
TQM transports natural gas in 
the province of Québec. 

TQM System Statistics: 

— 215 miles of pipeline 

— 13 meter stations 

— 10 sales taps 


" Calgary 
Medicine Hat = 


Chemicals 


United States 


Facilities in the 


®@ Styrene 


® Polystyrene 


© Polypropylene 


CANADA 


Montréal = fj 


Toronto 
a 


ONTARIO 


Sarnia 
) Corunna 
Mooretown 


Chemicals 


NOVA conducts its chemicals 
businesses through Novacor 
Chemicals Ltd., from 
headquarters at Calgary, 
Alberta. 


Ethylene, propylene, styrene 
and methanol are the major 
petrochemicals produced by 
Novacor. These products are 
the main building blocks from 
which Novacor and other 
companies make plastics resins 
and other products. 


In 1992, Novacor produced 
3.2 billion pounds of ethylene at 
Joffre, Alberta, and 1.4 billion 
pounds at Corunna, Ontario. 
The Joffre ethylene facility is 
believed to be the lowest-cost 


MICH. * 
Marysville 


Decatur 


producer in North America. 
Novacor produces just over 
10% of North America’s 
ethylene. 


The Corunna site is a major 
producer of olefins, aromatics 
and fuel products serving 
several derivative plants in 
the Sarnia area. 


Novacor’s styrene production 
comes from its plant at Sarnia, 
Ontario, and through an 
investment in a plant at 
Channelview, Texas. 


Methanol is manufactured at 
three plants at Medicine Hat, 
Alberta. Novacor is the second 
largest producer of methanol in 
North America. 


Polyethylene, polystyrene and 
polypropylene are the three 
major plastics resins produced 
by Novacor. Primary end-uses 
for these resins include rigid 
and flexible packaging, 
industrial containers of all 
types, multipurpose bags and a 
wide variety of consumer and 
industrial goods. 


Boston 4 
Indian. * 
Orchard 


Polyethylene is produced at 
Joffre, Alberta, and 
Mooretown, Ontario. Novacor 
produces 6% of North 
America’s polyethylene. 


Polystyrene is produced at 
Novacor’s facilities at Decatur, 
Alabama; Indian Orchard, 
Massachusetts; Montréal, 
Québec and at a third-party 
facility at Addyston, Ohio. 
Novacor is the third-largest 
producer of solid polystyrene 
in North America. 


High-performance 
polypropylene is produced at 
Marysville, Michigan. 


Major markets for Novacor’s 
products include the United 
States, Canada, the Pacific 
Rim and Europe. 


Novalta Resources Inc. 
Novalta is an Alberta-based 
natural gas production 
company. Novalta’s primary 
business is to explore for, 
develop, produce and market 
natural gas. Novalta produced 
26 bef of natural gas in 1992 
and has proven reserves of 
334 bef. 


<< / 
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AGTO AND CUSTOMER SERVICE 


NOVA’s Alberta Gas Transmission Division 
(AGTD) occupies a key position in the province’s 
natural gas industry. The AGTD pipeline network 
is the main system for moving natural gas from 
Alberta’s processing facilities to delivery points 
within the province and to border stations for 
export. 

The division’s long-term success depends 
on meeting and exceeding the expectations of its 
many customers. These customers include gas 
marketers, natural gas producers, brokers, 
industrial gas users, gas distribution utilities, and 
connected pipelines. 

Since the deregulation of natural gas mar- 
keting in Canada in 1986, the number of AGTD 
customers and contracts has increased substan- 
tially. As of December 31, 1992, the division had 
235 customers and 377 contracts. 

The division has embarked on a program 
to serve its customers better. Here are several 
examples of initiatives AGTD has undertaken or 
has planned: 

Bb Customer Survey: As the first step, the 
division surveyed its customers in late 1992. 
Customers were asked about their needs, their 
expectations and their current levels of satisfac- 
tion. Recalling the division’s roots as a utility-style 
company, it wasn’t a total surprise that many 
customers said they wanted a less bureaucratic, 
more responsive and more cost-effective AGTD. 
The division has begun making changes recom- 
mended by its customers, and will be responsive 
to continuing customer feedback. 

b> AGTD Restructuring: The division has begun 
a major effort to structure itself in a way that will 
enhance customer service and responsiveness. 
In the division’s new design, those positions that 
directly interface with and serve the customer will 
assume a much stronger role. 

b> Streamlined Decision-making: Decision- 
making responsibility and authority is being 
shifted to the level of the organization which is 


closest to the customer. The division can be more 


5 > 


responsive if business decisions are made by the 
front-line staff who best understand the custom- 
ers needs and expectations. 

> Getting Measurably Better: In 1993, AGTD 
will commence a broad study of gas transmission 
businesses across North America. The study will 
determine the best business practices and proc- 
esses in areas such as transportation tariffs, system 
reliability, facility costs and overhead costs. After 
identifying the best, most effective practices, 
AGTD will work to implement them — or to 
pioneer a new pace-setting standard. 

B® Balancing Act: Demand for Alberta natural 
gas has been growing steadily. To help AGTD 
be more responsive to customers in times of high 
demand, a gas industry committee prompted the 
introduction of daily supply/demand balancing. 
The new procedures, introduced on December 1, 
1992, use natural gas allocations from producers 
to balance each customer’s supply and demand on 
a daily basis. 

b> Bigger Can Be Better: Dramatic growth in the 
capacity of AGTD’s system over the last six years 
has made tremendous economies of scale possible. 
In 1992, the division installed its first 48-inch- 
diameter pipe near its Empress station at the 
Alberta-Saskatchewan border. Installing large- 
diameter pipe will allow AGTD to carry expected 
increases in future gas volumes at a lower long- 
term cost than would be possible using 
smaller-diameter pipe. By using 48-inch pipe, the 
division saved its customers more than $5 million 
in total capital cost. The savings on the cumulative 
cost-of-service (over the life of that length of 
pipeline) will be more than $15 million. 

Since 1954, the Alberta Gas Transmission 
Division has successfully met many challenges: 
challenges of terrain, of technology, of changing 
business and regulatory conditions. Today’s chal- 
lenge is competitiveness. The division wants its 
customers to be convinced that AGTD is a key 
contributor to their ongoing competitiveness. 
That’s how AGTD will define success. 
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Getting Closer to the Customer: 
In August 1992, AGTO's Pipeline Operations Centre and its 
Qas control and supply staff were consolidated in Calgary. People like 
Su Hlimack (above) play a singularly important role in meeting the ‘round-the-clock needs of 
AGTD's customers. Bringing this group together in Calgary brought them face-to-face with many more of the 
division's customers. Zenia Hoop, Pat Blixt, and Sheri Unterberger (inset, left to right} join the daily 
transportation planning meeting to review customers fast-changing needs and develop the operating 
strategy for the pipeline. This new organization is also more cost-effective. 


<q 


—) 


AGTO RIGHLIGHTS 


Bw The Alberta Gas Transmission Division 


(AGTD) recorded one million work hours with- 
out a single lost-time injury between April 1 and 
June 2, 1992. This milestone is rarely achieved in 
the gas transportation industry. 

b> Summer deliveries into the AGTD pipeline 
system were up significantly versus historic levels. 
The system operated at 90 per cent capacity over 
the summer months, compared with usual sum- 
mer levels of 65 to 80 per cent capacity. 

b> Capital spending in 1992 totalled more than 
$450 million. This included 465 miles of pipeline 
and new compressor units totalling 88 million 
watts of power. One of the largest single-site addi- 
tions was at the Hussar compressor station, where 
three new 14-MW compressor units using high- 
efficiency jet engines replaced 1960s-vintage units. 
B> In October 1992, the Public Utilities 
Board of Alberta set 


[Above] Dave Reniak 
monitors a valve at 
Empress, Alberta. 
Deliveries through AGTD's 
Empress border station 
were Up 20.9 per cent 
over 199]. Empress 
Carries gas destined for 
eastern markets. 


AGTD’s 1992 total rate of return at 10.95 per cent, 
including a 12.5 per cent after-tax return on a 
deemed common equity component of 32 per 
cent. AGTD believes these rates will allow it to 
carry forward its pipeline expansion program, 
which is expected to average $500 million per year 
through 1995. 

Bb Alberta’s Energy Resources Conservation 
Board published its Review of the Operation of 
NOVA’s Pipeline System. The report summarized 
issues relating to AGTD’s operating practices. 
These issues are currently being addressed by 
AGTD and its customers. The report is being 
studied by the Province of Alberta. 

Bb Effective December 1, 1992, AGTD imple- 
mented a daily balancing of producer supply to 
customer demand. 

For the sixth consecutive year, AGTD 
announced record gas volumes transported. Total 
receipts in 1992 were 3.4 trillion cubic feet, up 
13.1 per cent from receipts of 3.0 tcf in 1991. 
Average daily receipts rose to 9.4 billion 
cubic feet in 1992, compared with 
8.3 Detainee 


Pat Wong (left} and 
Dwayne Davis 
determine the 
composition, 
relative density and 
heating value of a 
natural gas sample. 
AGTD'S newly 
expanded Gas 
Analysis Laboratory 
in Edmonton, 
Alberta, can 
analyse more than 
150 samples for 
AGTD's customers 
every day. 
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NOVACORP INTERNATIONAL HIGHLIGHTS 


® Novacorp contributed $4 million to NOVA’s 
net income in 1992, compared with 1991’s 
contribution of $6 million. 

B® Novacorp formed a technical services com- 
pany with the Malaysian national oil company, 
Petroliam Nasional Berhad (Petronas). The new 
company will provide project management and 
engineering services to the oil, gas and petro- 
chemicals sectors in Malaysia and other parts of 
Asia. It begins with a large backlog of orders, and 
very good prospects. 

b An alliance consisting of Novacorp, two lead- 
ing private sector Argentine companies and 
Petronas (our Malaysian partner), created a joint 
venture which acquired a 70 per cent interest 
in Argentina’s northern mainline pipeline. 
Novacorp’s interest in this joint venture is 16.2 per 
cent. This $46 million investment is expected to 
be profitable in its first year. It will gain NOVA 
invaluable operating experience with its alliance 


partners in Argentina. 


B In 1992, Novacorp was involved in several 
major pipeline consulting projects in China, 
Pakistan and the Ukraine. 
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OTHER PIPELINE BUSINESSES HIGHLIGHTS 


Foothills Pipe Lines Ltd. 


& Foothills contributed $16 million to NOVA’s 
net income in 1992, the same as 1991’s 
contribution. 

B® Foothills spent approximately $65 million in 
1992 with the addition of two new compressor 
stations and the expansion or upgrading of 
existing facilities. 

b> Canada’s National Energy Board authorized 
the company to continue to recover costs related 
to the northern sections of the Alaska Natural Gas 
Transportation System through the year 2000. 
Foothills also concluded an agreement with the 
Canadian government to extend the company’s 
pipeline easement in the Yukon Territory to at 
least the year 2012. 


Pan-Alberta Gas Ltd. 


B In 1992, Pan-Alberta contributed $2 million 
to NOVA’s net income, the same as 1991’s 
contribution. 

b> The company marketed record gas volumes 
of 466 billion cubic feet in 1992, up from 
400 bef in 1991. 


TOM Pipeline Partnership 


B In 1992, TOM contributed $5 million in net 
income, the same as 1991’s contribution. 

B Gas deliveries from TQM’s pipeline system 
increased to 113 billion cubic feet, up from 
107 bcf in 1991. 
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CHEMICALS HIGHLIGHTS 


b The Corunna, Ontario, plant matched its 
previous safety record — two million hours with- 
out a lost-time injury — for the third time in its 
history. The Mooretown, Ontario, polyethylene 
plant has completed more than 2.5 million work- 
ing hours without a single recordable injury. 

b> Between 1991 and 1992, the chemicals busi- 
ness improved its net income by $110 million — in 
a year in which average selling prices were lower 
than the year before. 

p> The chemicals business well surpassed its 


expenditures). In fact, by year-end, chemicals had 
produced a net cash flow of approximately 
$80 million. 

Bb Novacor completed a comprehensive bench- 
marking review of each of its businesses in 1992. 
This review led to new strategic directions for each 
business, ensuring that new capital investment is 
directed to reinforcing and growing Novacor’s 
strongest businesses. 

b> In September 1992, Novacor announced it 
will invest $85 million in a number of low-capital- 


target of achieving a cash flow breakeven cost expansion opportunities: $50 million to 


position (after covering interest debottleneck ethylene and polyethylene produc- 


charges and capital tion at Joffre, Alberta; $25 million to produce 
specialty chemicals at Corunna, Ontario; and 
$10 million to boost methanol production at 


Medicine Hat, Alberta. 


Dexter Bothwell 
74 (left) and Mike 
Pete = Geddes review plans 
for a plant addition 
to recover specialty 
chemicals from 
Novacor’s Corunna, 
Ontario, facility. An 
investment of 
$25 million will 
enable Corunna to 
Upgrade a byproduct 
stream into its 
more-valuable 
components. 


[Above] The 
Corunna, Ontario, 
plant is a major 
producer of olefins, 
aromatics and fuel 
products. 


> 


Study Rates Joffre Among Continent’s Best: — 


1992 industry benchmarking study found Novacor's Joffre, Alberta, facilities 

fo be among North America’s lowest-cost producers of ethylene and polyethylene. 

Joffre features one of the world’s largest polyethylene pelletizer units. Lisa Hurasevich [above] 
takes readings below the hopper feeding polyethylene resin to this pelletizer. 

Dave Lemmon (inset, right] loads polyethylene for shipment to markets in China. 
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NOVACOR AND RESPONSIBLE CARE 


Shareholders expect the companies they invest in 
to protect the environment and the health and 
safety of company employees and the public. 
NOVA’ shareholders are assured of superior envi- 
ronment, health and safety (EHS) performance 
through the company’s active involvement in the 
Responsible Care® program. 

In essence, Responsible Care is a compre- 
hensive EHS quality improvement program 
undertaken by members of the chemical industry. 
The program is built around the right of all indu- 
stry stakeholders — including the public — to know 
the facts about risks posed by the industry’s opera- 
tions. Responsible Care also acknowledges that the 
chemical industry has a moral obligation to con- 
duct its business in a safe, responsible manner. 

Novacor Chemicals has adopted Responsi- 
ble Care as its single, overarching EHS program. 

Responsible Care is built around a set of 
guiding principles and six codes of practice. 
While codes of practice differ slightly in Canada 
and the United States, the scope and intent of 
the programs are the same. Several themes are 
consistent: 

B® Accountability: Producers of chemicals are 
responsible for their products’ performance from 
‘cradle-to-grave’, through research, product use, 
recycling and disposal. 

Bb Dialogue: The industry relies on partnerships 
with suppliers, government, employees, industry 
counterparts, customers and shareholders, all of 
whom have a legitimate stake in the integrity of 
industry operations. 

b> Teamwork: Responsible Care calls for inte- 
grating the best efforts, experience and thinking 
inside and among member companies. 

b> Continuous Improvement: A commitment 
to Responsible Care is a commitment to the goal 
of reducing risk. The goal of zero risk may never 
be achieved, but ongoing risk reduction is essen- 
tial to Novacor’s business and the people it serves. 

Nineteen-ninety-two was a particularly 
significant year for Responsible Care achievements 
at Novacor: 

B® Novacor adopted Responsible Care as its 
‘umbrella’ EHS policy. 


1 > 


p> By the end of the year, the division met its 


Responsible 
Care was 
born in 
Canada in 
1984. It has 
since Deen 
adopted by 
more than 
20 countries 
worldwide. 


commitment to implement the six codes of prac- 
tice in all its Canadian operations. Achieving this 
milestone was the culmination of a four-year 
effort by Novacor. In Novacor’s U.S. operations, 
six comparable codes of conduct will be imple- 
mented by the end of 1993. Achieving this 
milestone will place Novacor among the leaders 
in implementing Responsible Care in the 
United States. 

Bm An internal Responsible Care Council 
was formed. This group develops and applies 
EHS policies, standards, programs and systems 
supporting Novacor’s commitment to Respon- 
sible Care. The council is composed of senior 
representatives from all disciplines. 

Looking ahead, Novacor is committed to: 
p> integrating Responsible Care standards 
throughout its operations; 
b> integrating a consistent audit program; 
b> integrating a Responsible Care information 
system; 
b> expanding its performance measurement 
capability; 

B creating a corporate pollution prevention 
network; and 

p> improving the way performance is reported 
to all stakeholders. 


. Certification mark of the CCPA in Canada and the CMA in the United States. 


Canadian Chemical Producers’ Association Responsible Care Codes of Practice 


Research and Development: guidelines for new product approval, early 
risk assessment, good laboratory practices. 

Manufacturing: responsible management of all facilities and materials; 
employee and community protection. 

Community Awareness and Emergency Response: through outreach, 
inform public regarding chemicals manufacturing facilities and community 
emergency response plans. 

Transportation: prevention of transportation accidents, effective response to 
accidents, and public awareness about the transportation of chemicals. 
Distribution: all activities related to the purchase, sale and distribution of 
chemicals; product information shared with customers, distributors, suppliers 
and contractors. 

Hazardous Waste Management: reduce wastes at source, followed by 
recycling, recovery or reuse as preferred methods of waste management. 
Where possible, treat wastes to make them non-hazardous; otherwise, contain 
wastes securely and monitor. 


Noble Robinson 


(below) of Arthur 0. 


Little, Inc. reports 
On his firm's 
assessment Of 
environmental 
management 
systems at NOVA. 
The noted 
consulting firm 
found an 
extraordinary 
commitment to 
excellent 
environmental 
performance. 
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ENVIRONMENT: 


Environmental Management 
Systems at NOVA 


A commitment to environmental protection is a 
prominent feature of NOVA’s Business Conduct 
Policy. This fundamental corporate value is 
supported by focused goals, an appropriate envi- 
ronmental management system, and expert 
external audits. 

Accountability for managing environmen- 
tal, health and safety (EHS) issues begins with 
NOVA's board of directors. To assist in fulfilling its 
responsibilities, the board created a special com- 
mittee of directors to focus upon environmental 
issues within the company. 

The Public Policy, Risk and Environment 
Committee meets regularly to review issues which 
affect the corporation’s environmental policies, 
standards, programs and compliance status. The 
flow of information between this committee and 
management of NOVA’s core businesses is 
facilitated by the company’s Vice President and 
General Counsel, who is designated as Corporate 
Environmental Officer. This position contributes 
an important overall corporate perspective to 
environmental issues. Responsibility for envi- 
ronmental performance and implementing 
decisions of the committee rests with 
the senior officers of NOVA’s 


businesses. 


NOVA periodically evaluates its environmental 
performance through an established environmen- 
tal audit program, which includes internal 
self-assessments as well as external evaluations. 
In 1992, NOVA commissioned Arthur D. 
Little, Inc., a recognized leader in EHS consulting, 
to perform an independent assessment of 
NOVA’s EHS management systems. The Arthur 
D. Little assessment identified the following key 
strengths of NOVA’s EHS management systems: 
p> an impressive board governance structure, 
which includes a committee responsible for EHS 
issues; 
Ban extraordinary corporate commitment to 
excellent EHS performance; 
b> EHS staff are highly qualified and carry out 
their responsibilities in an effective and profes- 
sional manner; 
b> adequate resources have been devoted to EHS 
management. 
The Arthur D. Little assessment also identi- 


fied several areas where NOVA can improve its 


EHS performance. NOVA is pursuing these 
opportunities to further strengthen 
its performance in this 


critical area. 


The Canadian Polystyrene 
Recycling Association — of which Novacor is 

an active member — helped launch Canada’s first 
polystyrene recycling facility at Mississauga, Ontario. 
Yasoda Thakoordeen (above, left] and Elvetha Stephens 
sort industrial and food-service waste. Nearly ¢ million 
pounds of polystyrene was recycled at this facility in 199e. 
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RESEARCH: 


Enhancing Competitiveness loday, 
Positioning NOVA for Tomorrow 


In the gas transmission business, research efforts 
are focused on reducing pipeline design, opera- 
tion and maintenance costs. System reliability, 
customer responsiveness and mitigation of 
environmental impacts are other key research 
thrusts. Current research is being conducted in 
the fields of gas compression, pipeline metering 
and controls, and right-of-way technologies. 

Chemicals research efforts are divided 
between technical support, and basic product and 
process research. 

Technical support efforts improve NOVA’s 
products to give better value to customers, based 
on their needs. For example, NOVA has worked 
with its customers to develop thinner, lighter 
products using our plastics. NOVA also has 
worked with customers to develop 


customized specialty products. 


Factors such as particle 
shape and size (magnified 
above] are important for 
the smooth operation of the 
Joffre polyethylene 
reactors. 


b > 


Basic product and process research helps 
add value to petrochemicals, and keeps NOVA 
current with developments in its plastics 
businesses. 

B® Polyolefins are NOVA’s best-selling plastics, so 
research efforts in this area are significant. 

b> Catalyst and process technology is constantly 
changing: NOVA’s research is aimed at keeping the 
company among the leaders. 

p> In polystyrene, NOVA continues to search for 
ways to improve the properties — and competi- 
tiveness — of this versatile plastic. Research also 
supports activities to develop new market oppor- 
tunities for NOVA’s line of clear plastics. 

In 1992, NOVA discontinued research in 
new specialty plastics, and increased research in 
the polyolefins field. The company plans to boost 
polyolefins research further in 1993. 

NOVA owns a unique refining and petro- 
chemicals research company at Pasadena, Texas, 
called Chemical Research and Licensing Com- 
pany. Its catalytic distillation technology is 
licensed to refiners and petrochemicals companies 
around the world. Ongoing research is fully 
financed by fees from current royalties, catalyst 
structures and services. 


Rolf Saetre 
analyses 
polyethylene resin 
using a scanning 
electron 
microscope at the 
Novacor Research 
and Technology 
facilities at 
Calgary, Alberta. 


Net income 
from ongoing 
operations 
was 
increased by 
$118 million. 
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MANAGEMENT DISCUSSION & ANALYSIS 


This discussion and analysis of financial condi- 
tion and results of operations for the three years 
ended December 31, 1992, should be read in 
conjunction with the consolidated financial 
statements and related notes in this annual report. 
The effects on net income arising from differences 
in generally accepted accounting principles in 
Canada and the United States are outlined in 


Note 21 to the consolidated financial statements. 


Results of Operations 


Net income in 1992 was increased by $118 million 
compared with net income from continuing 
operations (before the restructuring charge) in 
1991. This improvement was largely the result of 
increased income from the chemicals business 


despite lower selling prices. 


Consolidated Results 


(millions of dollars, except for per share data) 1992 


Net income from continuing 
operations before 


Earnings from chemicals operations were 
improved by $110 million over 1991 results. 
Lower operating, depreciation and interest 
expenses, together with higher sales volumes and 
a decrease in the value of the Canadian dollar, 
contributed to the improved performance. 

Earnings from pipeline operations 
improved slightly during 1992. Increases in net 
income contribution due to rate base growth were 
largely offset by a reduction in the Alberta Gas 
Transmission Division (AGTD) rate of return on 
deemed common equity. The rate was reduced to 
12.5 per cent from 13.75 per cent effective January 
1, 1992, to reflect lower long-term interest rates. 

Looking back to 1991, net income from 
continuing operations (before the restructuring 
charge) was $157 million lower than for 1990. The 


decrease was caused primarily by a decline in 


Well 1990 


restructuring charge $ 164 $ 46%) «$.. 7203 
After-tax restructuring charge (675) — 
Net income (loss) from 

continuing operations 164 (629) 203 
Discontinued operation — Husky Oil Ltd. (294) (18) 
Net income (loss) 164 (923) 185 
Preferred share dividend entitlement (12) (14) (18) 


Net income (loss) to common 


shareholders $ 152 


Average number of common 


shares (millions) 388 


Net income (loss) from continuing 


operations per common share 


Basic $ 0.39 

Fully diluted $0.39 
Net income (loss) per common share 

Basic $0.39 

Fully diluted $039 


* (2,05) $ 0162 
$e (2:05)) 3 01 


$012.99) 056 
be (2.99) 3 0555 
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income from chemicals operations due to lower 
product selling prices. Profit margins for most 
chemicals declined sharply because of excess 
production capacity in the industry and a weak 


North American economy. This decline was 


Changes in Net Income 


partially offset by an increase in income from 
pipeline operations and reduced interest expense 
in the chemicals business. The increase in pipeline 
earnings was primarily the result of continued 


expansion of the AGTD pipeline system in 


Increase (Decrease) in Net Income 


1992 Compared 1991 Compared 


(millions of dollars, net of income taxes) with 1991 with 1990 
Chemicals 
Cost savings 
Cash expenses $ 38 $ ~ 
Lower depreciation due to writedowns 37 - 
Reduced interest expense 12 52 
Lower selling prices (135) (179) 
Lower feedstock and energy costs 120 68 
Product volumes 16 (34) 
Lower (higher) Canadian dollar 15 (8) 
Operating income from rubber 
business in 1990 - (16) 
Other 7. (19) 
110 (136) 
Pipelines 
Increase in AGTD rate base 17 DJ 
Increase (decrease) in AGTD rate of return (10) 1 
Z 28 
Corporate and other 
Gains on investments in 1990 — (41) 
Other 1 (8) 
1 (49) 
Increase (decrease) in net income from 
continuing operations before 
restructuring charge $ 118 wel) 


Operating Income 


(millions of dollars) 


0 > 


1988 1989 1990 199] 1992 


897 741 652 394 536 


Chemicals 
cash costs 
were reduced 
by more than 
$50 million. 
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response to customer requests for increased 
service. Reduced interest expense in 1991 was due 
to lower debt levels as a result of the sale of the 
rubber business and lower interest rates. 

NOVA’s consolidated net loss of $923 mil- 
lion in 1991 included two non-recurring charges 
against income. These charges consisted of a 
$675 million after-tax restructuring charge and a 
$294 million loss resulting from the disposal of 
NOVA’s interest in Husky Oil Ltd. 

Due to poor market conditions in the 
chemicals industry and expectations that chemi- 
cals prices would remain depressed for some time, 
NOVA took several restructuring steps in 1991. 
These steps included: 

B the consolidation of the petrochemicals and 
plastics divisions into one division; 
p> the closure of non-competitive chemicals 


plants; 


AGTD Year-End Rate Base 


December 31 1988 1989 


(billions of dollars) 1.4 1.8 


Pipeline Capital Expenditures 


p> the discontinuance of certain unprofitable 
product lines; 


p> the write-down of certain chemicals assets; 
and 


p> the streamlining and reorganization of 
management. 

Over $600 million of the $675 million 
after-tax restructuring charge represents reduc- 
tions to the carrying values of chemicals assets. 

During 1991, NOVA sold its interest in 
Husky Oil Ltd. for $325 million. The proceeds 
were used to reduce non-cost-of-service debt. 
NOVA sold its investment in Husky in order to 
focus its available resources on its core businesses. 

A summary of the major factors causing 
changes in net income from continuing opera- 
tions (before the restructuring charge) is provided 


i (see chart on page 18). 


1990 1991 1992 


2.4 7) Sey 


1988 1989 


(millions of dollars) 242 394 


1990 199] 1992 


717 5535) 451 
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Pipelines 


NOVA’s pipeline businesses operate under 
cost-of-service billing arrangements which 
provide for recovery of costs and an assured rate 
of return. The net income contribution from 
these businesses is discussed in more detail 


under Cost-of-Service Businesses (see page 25). 


Alberta Gas Transmission Division 

The Alberta Gas Transmission Division (AGTD) is 
a stand-alone business within NOVA. Its steady 
contribution to earnings provides the foundation 
for a stable and profitable company. As such, 
NOVA will not compromise its commitment to 
ensure the financial resources of the Corporation 
are sufficient to meet the requirements of an 


expanding AGTD pipeline system. 


Net income contribution from the pipeline 
segment continues to increase as a result of the 
Alberta pipeline system’s growing investment 
base. The average investment base for 1992 was 
approximately $3 billion. This is approximately 
twice the amount it was in 1989. This growth has 
been in response to customer requests to expand 
the system in order to transport additional natural 
gas. Gas shipments in 1992 were 21 per cent 
higher than in 1989. 

AGTD has transported record volumes of 
natural gas in each of the last six years. This trend 
is expected to continue due to growing demand 
for natural gas in North America. Capital expen- 
ditures for the continued expansion of AGTD’s 
pipeline system are expected to average approxi- 
mately $500 million per year through 1995. 

AGTD’s net income in 1992 did not increase 


as much as in previous years due to a reduction in 


AGTO Unit Cost-of-Service Transportation Charge 


(cents per thousand cubic feet) 


1988 1989 1990 199] 1992 


WHE) 18.9 22.0 26.7 25.4 


1392 AGTD Unit Cost-of-Service Components 


(cents per thousand cubic feet) 


> 


Operating Expense 6.3 


Transportation by Others 2.1 


Capital Service 13.5 


Common Equity 3.5 


1992 Unit Cost 25.4 


AGTD's 
average rate 
base has 
doubled in 
the last three 
years. 


Capital 
expenditures 
for the 
continued 
expansion of 
AGTO's 
pipeline 
system are 
expected fo 
average 
$500 million 
per Wear 
through 1995. 
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the rate of return on deemed common equity to 
12.5 per cent from 13.75 per cent. This rate was set 
following a hearing by the Public Utilities Board of 
Alberta (PUB) which regulates AGTD’s rates and 
tolls. The reduction reflected lower long-term 
interest rates. NOVA believes that the PUB deci- 
sion will allow NOVA to maintain its credit rating 
and continue its pipeline expansion program. 
The rate was effective for all of 1992. 

The Canadian Association of Petroleum 
Producers (CAPP) has requested that the PUB 
review AGTD’s 1993 rate of return and deemed 
capital structure. CAPP has requested that the 
Public Utilities Board set AGTD’s rate of return to 
reflect an 11.25 per cent return on a deemed 
common equity component of 25 per cent. This 
position is similar to the complaint filed in resnect 
of 1992 rates. A hearing is scheduled to begin in 
June 1993 and a decision is expected by the fall 
OF 1993: 

The construction and operation of AGTD’s 


pipeline system is regulated by the Energy 


Pipelines 


(millions of dollars) 1992 
Revenue $ 877 
Operating income $ 406 
Depreciation $ 6141 
Capital expenditures” / $ 451 
Identifiable assets | $ 3,790 


Contribution to net income 


Alberta Gas Transmission Division $ 149 
Foothills Pipe Lines Ltd. 16 


TQM Pipeline Partnership” 

Novacorp International 
Consulting Inc. 

Pan-Alberta Gas Ltd. 


Corporate allocations and other®) (9) 


(1) Net of retirements. 
(2) Results are included in equity in earnings of affiliates. 


(3) Includes an allocation of corporate interest expense. 


Resources Conservation Board of Alberta (ERCB). 
In July 1992, the ERCB issued a report relating 
to operational matters concerning terms and 
conditions of transportation for the AGTD 
pipeline system. The report is currently being 
studied by the Government of the Province 
of Alberta. 


Novacorp International Consulting Inc. 


In December 1992, a 16.2 per cent interest in 
Gasinvest S.A. was purchased for $46 million. 
Gasinvest owns 70 per cent of the northern 
segment of Argentina’s natural gas pipeline 
system. A subsidiary of Novacorp will be the 
technical operator of this system. 

In 1992 a new company, OGP Technical 
Services, was created in Malaysia in partnership 
with Petroliam Nasional Berhad. NOVA has a 
40 per cent interest in this new company. It will 
provide project management and engineering 
services in Asia. It has a substantial order backlog 


and good growth potential. 


1991 1990 
i wees 
Se 8 ae 
rae eee 
Gre 595) Seat 
$ 3,275 $ 2,833 


16 16 
5 5 
6 3 
2 2 
(11) (10) 
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Other Pipeline Businesses 
Foothills Pipe Lines Ltd. 


Foothills spent approximately $65 million in 1992 
with the addition of two new compressor stations 
and the expansion or upgrading of existing facili- 
ties. Effective October 5, 1992, Foothills’ rate of 
return on common equity was decreased to 12.5 


per cent from 14.25 per cent. 


Pan-Alberta Gas Ltd. 


Pan-Alberta purchases natural gas in Alberta and 
British Columbia for transportation and resale to 
markets primarily outside Alberta. Pan-Alberta’s 
gas purchase contracts do not involve take-or-pay 


liabilities. 


TOM Pipeline Partnership 


TQM owns and operates a natural gas pipeline 
system in Québec. The system is regulated by the 
National Energy Board of Canada (NEB). The 
NEB has approved tolls for 1993 and 1994 which 
include a 12.25 per cent after-tax return on a 


25 per cent common equity component. 


Production 


(millions of pounds, except methanol) 


Ethylene” 
Joffre 
Corunna 

Polyethylene 
Linear low-density 
Low-density 
High-density 

Styrene 

Polystyrene 

Propylene 

Polypropylene 

Methanol”? 


Chemicals 


During 1992, net income contribution from the 
chemicals segment was increased from the prior 
year for the first time since 1988. Net income of 
$2 million in 1992 was $110 million greater than 
the results in 1991 §™ (see chart on opposite page). 
The increase in operating income from 1991 to 
1992 has been primarily the result of restructuring 
actions initiated late in 1991 and efforts to reduce 
costs and increase sales volumes. Net income also 
rose as a result of lower interest expense due to 
reduced debt levels. 

As NOVA continues to rationalize its chemi- 
cals businesses, certain non-competitive plants 
have been closed. A clear plastics plant in West 
Haven, Connecticut, and a polystyrene plant in 
Leominster, Massachusetts were closed in 1992. 
A polystyrene plant in Cambridge, Ontario, and 
a styrene plant in Sarnia, Ontario, were closed 
mAgote 

The cost-of-service businesses in the chemi- 
cals segment continue to contribute in excess 
of $40 million per year to NOVA’s net income 
@ (see chart on page 25). For other chemicals 


1992 129% 1990 
3,188 352.50, 3,200 
1,388 1130 1,230 
1,008 950 925 
204 170 190 
364 320 300 
566 620 820 
641 650 630 
706 635 TS 
116 115 100 
282 310 [Bee 


(1) In 1992, 2,619 million pounds of ethylene were sold under long-term cost-of-service arrangements, 
479 million pounds were sold at market-related prices and 1,435 million pounds were used internally. 


(2) Millions of U.S. gallons. 


ae 


Chemicals 


earnings 
improved 
Dy 


S110 million. 
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businesses, profitability is largely determined by 
the balance between capacity and demand and its 
effect on prices. 

During the past few years, prices for most 
chemicals have declined sharply due to lower 
demand (caused by the recession in North 
America), coupled with increasing worldwide 
production capacity. Chemicals markets remained 
weak in 1992 and prices were lower than in 1991. 
Chemicals market conditions are expected to 
improve gradually during the latter part of 1993 
and in 1994. 


Chemicals 


(millions of dollars) 1992 
Revenue 
Ethylene $ 1,350 
Styrene 200 
Methanol 161 
Polyethylene 559 
Polystyrene 210 
Rubber ~ 
Other 107 
2,587 
Intrasegment eliminations (437) 
$ 2,150 
Operating income (loss) 
Ethylene 
Cost-of-service $ 91 
Non-cost-of-service 75 
Styrene (40) 
Methanol 13 
Polyethylene (6) 
Polystyrene (9) 
Rubber - 
Other 6 
$ 130 
Contribution to net income”? $ 2 
Depreciation $ 148 
Capital expenditures $ 79 
Identifiable assets $262:373 


(1) Includes an allocation of corporate interest expense. 


Operating income for all products, except 
methanol, rose in 1992 compared with 1991 
@ (see chart below). This was accomplished 
through lower feedstock costs, cost-containment 
programs, increased sales volumes for ethylene 
and polyethylene, a weaker Canadian dollar, 
and lower depreciation. 

The exception to the trend in operating 
income was methanol. During 1991, when mar- 
gins for other chemicals were decreasing, 
methanol showed improved performance due to 


increasing demand and lower feedstock costs. 


1991 1990 

$7 1380  S ai,8i4 
239 420 

185 120 
525 612 
318 363 
641 

Dil 36 
2,668 4,006 
(415) (709) 
$519,053) $3297 


33 118 
(52) 68 
33 2 
(46) 56 
(19) 13 

= 26 

(15) (8) 
£909 6 373 
Gyr 108) a. Sus 
GS eS Sy 
Seer it, saw ie 
$ 2,440 $ 2,933 
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Demand for methanol had increased due to its use 
in the production of methyl tertiary butyl ether 
(MTBE), an octane enhancer for gasoline. During 
1992, methanol prices declined due to a surplus 
of MTBE and because demand in other markets 
for methanol (such as formaldehyde) decreased. 
Prices are expected to increase in the near term as 
MTBE inventories are drawn down in response to 
oxygenated fuel requirements legislated in the 
United States. 

NOVA’s objective for its chemicals busi- 
nesses is to achieve sustainable financial results 
within the top quartile of the industry in North 
America. During 1992, NOVA completed a 
comprehensive strategic review of each of its 
chemicals businesses. 

Results from this review indicate plants 
comprising approximately 60 per cent of the fixed 
assets of the chemicals segment are already in the 
top quartile. These plants include the ethylene, 
polyethylene and methanol plants in Alberta, 
the Texas styrene operation and the polystyrene 
plant in Alabama. NOVA is committed to building 
these businesses. NOVA’s competitive advan- 
tage stems from a combination of large-scale 
modern technology, high quality and low 
feedstock costs. 

Businesses which are equal to the industry 
include the ethylene and styrene plants in Ontario, 
the polystyrene plants other than those in 
Alabama and Québec, and the polypropylene 


Average Realized Selling Prices in All Markets 


Ethylene (U.S. cents/Ib) 

Styrene (U.S. cents/Ib) 

Methanol (U.S. cents/U.S. gallon) 
Propylene (U.S. cents/Ib) 
Polyethylene (U.S. cents/Ib) 
Polystyrene (U.S. cents/Ib) 


plant in Michigan. Businesses which are higher- 
than-average-cost producers include the 
polyethylene plant in Ontario and the polystyrene 
plant in Québec. NOVA is currently imple- 
menting actions at these plants to improve their 
performance. 

The chemicals business exceeded its objec- 
tive of generating sufficient funds to finance its 
operations and capital spending programs in 
1992. For 1993 NOVA has identified a number of 
expansion projects. It is expected that the capital 
spending program will require funds in addition 
to those generated by chemicals operations in 
1993. Capital expenditures to maintain facilities, 
increase capacity and reduce operating costs 
are expected to be between $250 million and 
$300 million in 1993. 

Operating income from products described 
as “Other” increased by $21 million in 1992 
compared with 1991. This increase resulted from 
the discontinuance of certain unprofitable 
product lines and the inclusion of 1992 earnings 
from Novalta Resources Inc. Novalta had been 
held for sale during 1990 and 1991 but will now 
be retained. Novalta will be primarily a vehicle for 
holding and developing natural gas reserves to be 
used as feedstock for the chemicals business. 

A synthetic natural gas sales contract will 
expire in April 1993, and will result in an annual 
reduction in net income of approximately 


$9 million. 


4th Quarter 


1992 1992 ISA, 1990 
0.22 $ 0.20 Soest $ 0.24 
0.20 0.22 0.26 0.41 
0.41 0.40 0.48 0.38 
0.11 0.11 0.15 0.13 
0.31 0.30 032 0.37 
0.39 0.39 0.42 0.49 


(1) Ethylene selling prices presented are average U.S. Gulf Coast prices to preserve customer confidentiality. 
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results. 


NOVA CORPORATION OF ALBERTA © 1992 ANNUAL REPORT 
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(0s [- Of- G F [V | C A H l] C | fl ass : I. common shareholders can be calculated using the 


following formula: 


The Corporation’s income and cash flow from the 


pipeline business and the ethylene portion of the a ep n 
Alberta chemicals business are generated from : | le net assets of the business 
cost-of-service operations Ml (see chart below). - {the fate base] 

Customers of these businesses have agreed to pay Xx 

NOVA for all reasonable and necessary costs the deemed common equity percentage 
incurred in providing the service or product, plus X 

a specified after-tax return on NOVA’s investment. the rate of return 


Generally, the contribution to net income to 


NET INCOME 


Investment and Return on Cost-of-Service Businesses 


Deemed 
NOVA’s Share of Common 
Average Investment Equity Net Income 
(millions of dollars) 1992 1991 1990 1992 Loot 1990 
Pipelines 
Alberta Gas Transmission Division 
Common equity“ $ 3,005 $ 2,569 $ 1,950 32% 2S )120, $ 112° $ 85 
Preferred equity 12 7 8 
Allowance for funds used 
during construction 17 ze 23 
149 142 116 
Foothills Pipe Lines’ 
Phase I 2) S299. 3 296) BS 292 25% 13 13 iS 
Phase II 3 5 3 
16 16 16 
TQM Pipeline °* S$ -1667 S173 Sei72 25% 5 5 5 
Other 2 2 2 
172 165 139 
Chemicals 
Ethylene plants“ SP 58e S74) S$ 599 37 37 38 
Other’ 7 yi 8 
44 44 46 
Net income contribution S262 3s 202 Pes ass 
Identifiable assets S$ 4,144- $3,790) %$735302 


a eS ee ee ae ee 
* Results are included in equity in earnings of affiliates. Equity earnings from chemicals investments include NOVA’s share of earnings from the Fort Saskatchewan Ethylene Storage 
Limited Partnership, the Ethane Gathering System and Pan-Alberta Resources Inc. 


(1) After-tax return — 1992 — 12.5%; 1991 — 13.75%; 1990 — average of 13.65%. 

(2) After-tax return — 1992 — average of 13.82%; 1991 and 1990 — 14.25%. 

(3) After-tax return — 13.75%. 

(4) After-tax return is 20% on a deemed equity position which averaged 34% in 1992, 33% in 1991 and 32% in 1990. 
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The rate base increases by the amount of capital 
expenditures incurred by NOVA for construction 
of the facilities. The rate base decreases as the 
facilities are depreciated. The depreciation charge 
is billed to customers. This allows NOVA to 
recover, over time, the capital it has invested. 

The rate base is deemed to be financed 
partly through equity and partly through debt. 
NOVA earns a specified rate of return on the 
common equity portion. Interest on debt and 
dividends on preferred equity are paid by 
NOVA’s customers. The consolidated cost-of- 
service deemed capitalization is shown below 
@ (see chart). 

A similar return is also earned on funds 
used during the construction of assets, before 
these assets are added to the rate base. This is 
referred to as “Allowance for funds used during 


construction.” 


Capitalization 


Liquidity and Capital Resources 


NOVA’s liquidity position is very strong due to 
positive funds flow from operations and the 
availability of committed credit facilities with 
various banks. During 1992, the Corporation 
generated $451 million of funds from continuing 
operations compared with $223 million in 1991 
and $509 million in 1990. The increase in funds 
flow from 1991 to 1992 was principally due to 
higher operating income from chemicals 
operations and lower non-cost-of-service interest 
expense. The decrease in funds flow from 1990 to 
1991 was due to a decline in net income caused 
primarily by lower chemicals prices. At December 
31, 1992, NOVA had unutilized contracted credit 
facilities with five Canadian banks totalling 


approximately $1.2 billion. 


December 31 (millions of dollars) 1992 199] 1990 
% % % 
Cost-of-service 
Long-term debt“) $ 2,425 63 C4 aero ¢° 20297 NGS 
Preferred shares 182 5 89 B) 95 3 
Common equity 1,265 32 LEIS) 332 Os 32 
$ 3,872 $ 3,586 nae fal a7 
Non-cost-of-service 
Long-term debt) $ 462 34 $ 815 64 $ 963 40 
Preferred shares — - 100 8 100 4 
Common equity”) 907 66 362 =. 28 13655 936 
$ 1,369 Seal en $ 2,428 
Consolidated 
Long-term debt“ $ 2,887 55 $ 3,162" 65 $ 2,992 54 
Preferred shares 182 3 189 4 195 3 
Common equity”) 2172 42 Sly Bill Dore 43} 
$ 5,241 $ 4,863 eee 


(1) Includes current portion and excludes current operating bank loans of $222 million at December 31, 1992 (1991 — $262 million; 1990 — $242 million). 


(2) Includes NOVA’s $150 million convertible debentures. 


oP 


Non-cost-0f- 
service debt 
has Deen 
reduced 

by $1.5 billion 
since 1989. 


$568 million 
in new equity 
was raised in 
1992. 


NOVA CORPORATION OF ALBERTA © 199c ANNUAL REPORT 


During the past three years, NOVA has 
required significant amounts of new capital 
to finance the rapid expansion of its Alberta 
pipeline system. Capital expenditures for the 
three-year period have totalled $2.1 billion, of 
which $1.7 billion was for pipeline expansion. 
NOVA has also reduced its non-cost-of-service 
long-term debt by $1.5 billion during this period. 
At December 31, 1992 NOVA’s non-cost-of- 
service long-term debt was $462 million. 

To help finance its capital spending pro- 
gram and reduce its debt, the Corporation has 
raised additional common equity and sold certain 
assets. The sale of 107 million common shares 
provided $780 million over the past three years. 
The sale of NOVA’s interest in Husky Oil Ltd. in 
1991 provided $325 million and the sale of the 
rubber business in 1990 provided $1.3 billion. 


Funds from Continuing Operations 


1988 1989 


The capitalization of the Corporation over 
the last three years is outlined on page 26 MM (see 
chart on opposite page). | 

To conserve cash, NOVA reduced the 
quarterly dividend on common shares to 6 cents 
from 13 cents per share commencing with the 
November 15, 1991, payment. The Corporation 
also restricted capital spending in the chemicals 
business during 1992 to the minimum level 
necessary to ensure safe, reliable and environ- 
mentally responsible operations. 

For 1993 NOVA has identified certain areas 
in its chemicals business where it believes it will 
be advantageous to invest additional capital. 
These expenditures, together with the ongoing 
capital requirements of the pipelines business, 
are expected to be between $750 million and 
$800 million in 1993. 


1990 199] 1992 


(millions of dollars) 848 59] 


Non-Cost-of-Service Long-Term Debt 


509 223 451 


December 31 1988 1989 


(billions of dollars) 2.8 1.9 


1990 199] 1992 


1.0 0.8 0.5 
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It is expected that 1993 capital requirements 
which exceed cash generated by operations will be 
financed through long-term debt. To facilitate the 
issuance of this debt, NOVA filed shelf 
prospectuses with Canadian and United States 
securities regulators in September 1992. These 
prospectuses allow the Corporation to raise up to 
Cdn. $600 million and U.S. $600 million by the 
issuance of unsecured debt securities and debt 
warrants. In December 1992, NOVA issued U.S. 
$300 million of long-term debt under the United 
States shelf prospectus. Proceeds were used to 
repay bank loans and other debt issued to finance 
the expansion of the Alberta pipeline system. 

The Corporation’s ability to raise capital at 
favorable interest rates was enhanced during 1992 


when Canada’s two principal bond rating agencies 


(Canadian Bond Rating Service and Dominion 
Bond Rating Service) raised NOVA’s credit rating 
from BBB (High) to A (Low). In the United States, 
Moody’s Investors Service and Standard & Poor’s 
Corporation assigned initial ratings of Baa 1 and 
A- respectively to NOVA’s unsecured debt 
securities to be issued in the United States. 
NOVA believes that cash flow from opera- 
tions, the availability of bank credit facilities and 
access to long-term capital markets will be 
sufficient to finance its debt repayment obligations 


and ongoing capital spending programs. 


sensitivity to Market Conditions 


NOVA’s profit performance is influenced 


by fluctuations in chemicals selling prices, 


Factors Affecting Chemicals Cash Flow and Nef Income 


Estimated Annual Increase in 


Assumptions”) (millions of dollars) Cash Flow Net Income 
Increase in profit margin of U.S. 1¢ per pound 
Ethylene $ 6 $ 4 
Propylene 7 5 
Styrene 7 5 
Methanol (U.S. 1¢ per U.S. gallon) 4 3 
Polyethylene Ww) 12 
Polystyrene 7 5 
Polypropylene 1 1 
Decrease in price of oil by U.S. $1/barrel 10 6 
Decrease in value of Canadian dollar by U.S. 1¢ 8 5 


(1) A decrease in profit margins, or an increase in the price of oil or the value of the Canadian dollar, will have the 
opposite effect on cash flow and net income. 


Factors Affecting AGTO Net Income 


Estimated Annual Increase in 


Assumptions” (millions of dollars) Net Income 
Increase of $100 million in capital spending $ 2 
Increase of 1% in rate of return 11 
Increase of 1% in deemed common equity 4 


(1) A decrease in these factors will have the opposite effect on net income. 
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feedstock costs, sales volumes and foreign 
currency exchange rates. The Corporation’s 
chemicals products are sold in highly competi- 
tive markets, principally in Canada, the United 
States, Europe and the Pacific Rim. Supply and 
demand conditions for individual products are 
subject to significant fluctuations that may have 
a material impact on prices, profit margins 
and NOVA’s earnings. Prices for most of the 
Corporation’s chemicals products are established 
in terms of the U.S. dollar. 

NOVA has contracted for most of its natu- 
ral gas feedstock requirements through 1993 and 
is not materially exposed to fluctuations in the 
price of natural gas for that calendar year. Interest 
rates will not have a significant impact on earnings 
or cash flows due to the low level of non-cost-of- 
service variable rate debt. 

The estimated impact of changes in certain 
market conditions on chemicals business cash 
flow and net income for 1993 is shown on page 28 
@ (see chart on opposite page). 

Net income from cost-of-service activities 
can be affected by the level of capital expendi- 
tures and changes in the deemed common equity 
percentage and rate of return (see “Cost-of-Service 
Businesses” on page 25). The estimated effect 
for 1993 of such changes on AGTD is shown on 
page 28 MM (see chart on opposite page). 


Revenue 


Environmental Requiations 


NOVA is committed to protecting and conserving 
the natural environment and complying with 
applicable laws and regulations. NOVA believes 
that it is operating in material compliance with 
these laws and regulations. It is anticipated that 
regulations will become increasingly stringent and 
may increase environmental compliance costs in 
the future. 

NOVA has certain obligations for the 
remediation of discontinued sites. Adequate 
provisions, amounting to $58 million, have been 
made in the financial statements to cover these 
costs. 

Environmental capital expenditures, 
including pollution abatement and remedial 
programs, were $27 million in 1992, $35 million 
in 1991 and $42 million in 1990 and are estimated 
to be $30 million in 1993 and $25 million in 1994. 
Operating expenses relating to environmental 
protection were $17 million in 1992, $16 million 
in 1991 and $17 million in 1990 and are estimated 
to be $18 million in 1993 and $18 million in 1994. 


Research and Development 


NOVA has an ongoing research and development 


program. The program helps ensure NOVA 


1988 1989 


(billions of dollars) ahi 4.] 


1990 199] 1992 


4.0 Sil 3.0 
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remains technologically competitive and that 
production and operating costs are minimized. 
Most of NOVA’ research resources are dedicated 
to the chemicals business. Research efforts are 
directed at improving the properties of NOVA’s 
products and the technology used in their 
production. NOVA also helps its customers 
improve the way they use NOVA’s products. Total 
expenditures for research and development 
amounted to $41 million in 1992, $40 million in 
1991 and $50 million in 1990. 


Financial Instruments 


The Corporation utilizes interest rate swaps, 
forward contracts and currency options for 
the purchase or sale of foreign currencies 
and commodities. Agreements are entered into 
to minimize the risk of losses due to changing 
rates or prices. These agreements also have the 


effect of limiting upside potential for gains. 


Exchange Rates 


These instruments are used for hedging purposes, 


not for speculation. 


Postretirement Benefits 
Other than Pensions 


In 1993, NOVA will be prospectively changing the 
method used in accounting for postretirement 
benefits other than pensions. Effective January 1, 
1993, NOVA will be accruing the expected costs of 
providing these benefits during the periods in 
which the employees render service. Previously, 
these costs were expensed as they were incurred. 
As a result of this change in accounting policy, 
net income will be reduced by approximately 
$2 million in 1993. The accumulated unrecorded 
postretirement benefit obligation as at January 1, 
1993, was approximately $20 million, which 
will be amortized over the estimated average 


remaining service lives of the employees. 


1992 
$1.00 U.S. = $Cdn.™ 
High $ 1.2938 $ 
Low 1.1401 
Average noon rate 1.2083 
Year end 1.2709 
$1.00 Cdn. = $U.S.2 
High $ .8771 $ 
Low 729 
Average noon rate .8276 
Year end .7868 


199] 1990 1989 1988 
(1665 $ 1.2085 $2115 $ 1.3008 
1.1193 1.1288 1.1558 1.1843 
1.1458 1.1668 1.1842 1.2309 
11555 1.1599 1.1585 1.1925 
8934 $ .8859 $ .8652 $ 8444 
e572 8275 8254 7688 
8728 8570 8445 8124 
8654 8621 8632 8386 


(1) Exchange rate for U.S. dollars in terms of Canadian dollars, based on the spot rate for U.S. dollars as reported by the Bank of Canada. 


(2) Exchange rate for Canadian dollars in terms of U.S. dollars, based on the spot rate for U.S. dollars as reported by the Bank of Canada. 
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MANAGEMENT AND AUDIT REPORTS 


Responsibility fa Financial Statements 
‘Management 


The ashes meat of NOVA Corporation of Alberta is fespansile for the preparation and nrecntannn of the consolidated - 


financial statements and related information included in the annual report. The consolidated financial statements have been 
prepared. on the historical cost basis in conformity with accounting principles generally an in Canada and are consistent 
with other information presented in the annual report, 
The preparation of the financial information contained in the annual report necessarily involves the u use of estimates 
- and judgments such as the selection and application of accounting principles appropriate in the circumstances and the 
measurement of the results of transactions that are not susceptible to precise determination. These estimates and judgments 
"have been based on a careful assessment of data made available through the Corporation’ S information systems and when : 
appropriate through consultation with specialist professionals such as actuaries and lawyers. 
NOVA maintains a system of internal accounting controls designed to provide reasonable assurances for the prevention 
~ and detection of error and fraud, safeguarding of assets and reliability of financial records. The system is subject to continuous 
review through a corporate-wide internal audit program with appropriate management follow-up action. Management 
recognizes the limitations that are inherent in all systems of internal accounting control i in providing assurance as to the 
integrity of data included in financial reports. However, management believes that NOVA has established an effective and : 
responsive system of internal accounting controls, through careful selection and training of employees, segregation of 
: responsibility, delegation of authority, personal accountability and the application of formal policies and procedures. ue 
Ernst & Young, an independent firm of chartered accountants, have been engaged, as approved by a vote of the © 
' shareholders at the Corporation’s most recent annual general meeting; to audit NOVA’s consolidated financial statements in 
accordance with generally accepted auditing standards and to determine whether in their opinion the consolidated. financial 
statements present fairly, in all material respects, the financial: position, results of operations and changes in financial position 
of NOVA and its subsidiaries. Ernst & Young determine the audit: scope, test-the accounting records and transactions and 
perform such other audit procedures as they deem appropriate. They also assess the accounting principles used and significant 
estimates made by management and evaluate the overall financial statement presentation. Ernst & Young's core on the 
consolidated financial statements is included herein, . . 
NOVA’s management believes that the system of ieeraal accounting controls, review procedures and established 
policies provide reasonable assurance as to the integrity and reliability of financial reports and that the Corporation’ S 
“operations are conducted in conformity with the law and with a high standard of business conduct. 


Lisl 


J.E. Newall, President and Chief Executive Officer 


R.C. Milner, Vice President and Treasurer 


February 16, 1993 : ’ A.T. Poole, Vice President and Controller — : 
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i: aut and france committee | 


With respect to NOVA’s financial Gaemenc, othe NOVA aight and Re committee reviews and monitors the financial 
_ reporting process on behalf of the Board of Directors. The committee, which is composed entirely of directors independ- 
ent of management, meets quarterly to review the Corporation’s unaudited interim financial statements, interim report to 
shareholders and news release on interim financial results before their distribution. Ernst & Young also carry out certain 
procedures. related to NOVA’s unaudited interim financial statements and review the interim financial information included 
in the Corporation’ S annual report and report their findings to the audit.and finance committee. The committee also meets 
" to review the annual financial statements and annual report and recommends them to the Board of Directors for approval. 
'. The audit and finance committee reviews reports prepared by the Corporation’ s internal and external auditors relating to | 
= iS accounting policies and procedures as well as its internal controls. The committee’ reviews the Corporation’s annual 
- information reports prepared for various regulatory authorities and all prospectuses related to the issue of securities by the 
Corporation prior to filing with such regulatory authorities. The committee reviews management’ s recommendations with 
respect to the accounting policies and procedures employed by the Corporation and related matters of financial disclosure. 
- The committee meets independently with internal auditors and external auditors to review the involvement of each i in the 
~ financial reporting process and to consider the results of their audits. The audit and finance committee recommends the 
‘appointment of the Corporation’ S external auditors, who are elected annually by the Corporation’ S shareholders. . 


ee ee 


~ February 16, 1993. 2 PORES Cte ta Ae Harley N. Hotchkiss; ee Audit and ache Committee . 


Een I RELATE 


~ Alditors’ Report 


“To the shaicldes of 
NOVA SOL poeon of Alberta et 


OSLER LRU EEE INS EDEL EN 


We have ect the consolidated balance sheet of NOVA Corporation. of Alberta as at December ory 1992, 1991 and 
1990 and the consolidated statements of income, reinvested earnings and cash flows for each of the years in the three year 
period ended December ai 1992, These financial statements are the responsibility of the Corporation’ S ES SSS Our 
responsibility i is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those Gandacds require that we 


sh and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. . . 


An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes. assessing the accounting prinaples. used and feo estimates made us management, as well as 
evaluating the overall financial statement presentation.. 

In our opinion, these consolidated financial statements present Gary inal aces respects, the financial position of 3 
the Corporation as at December 31, 1992, 1991 and 1990 and the results of its operations and the changes in its financial 
? position for each of the years in the three year period. ended December 31, 1992 i in accordance with accounting principles 
generally accept in es pate 


February 16,1993 ee: a Ye Ag 


Calgary, Canada Ran eae Re toe Chartered Accountants 
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Consolidated Statement of income 


See accompanying Summary of Accounting Policies and Notes to Consolidated Financial Statements. 


ol 


Year Ended December 31 (millions ae dollars, except for per share data) 1992 1991 ry el 970 
Revenue $ 3,027 $ 3,074 $ 3,980 
Operating costs and expenses . Sar eee s 
Operating expenses . 2,202 i 2,380 Pe DOs 
Depreciation and depletion 289 300 308 
2,491, 2,680 3,328 
Operating income 536 394 652 
. Other income (deductions) eae ne & ise 3 
Interest expense (Note 6). ice nt gees (330) we (341) (399) 
Allowance for funds used during construction ; : NE Ne toe 7 nee Sa Seen ares tes 2123" 
} Equity i in earnings of affiliates . : : = Be : ; 39 Bo a | Se : 33S a ee 34_ 
-Gain (loss) on investments (Note 13) ne i Fe a : j a aS Be : ro : (8) Sea: 14 
Restructuring charge (Note 14) ae eee = a : ee : ee (750) , F i 
~ General and corporate (Note 15) re po ee (48). Ren (58). a (58) 
| (322) (1,101) (386) 
Income (loss) from continuing operations _ oe : : 
beforeincometaxes its ee (707) 5 ee 
Income taxes (Note 16) _ (50) 78 . : (63) 
Net income (loss) from continuing operations 164 (629) - 203 
Discontinued operation (Note 5) | ; 
Loss from operations os 2S | . = (35) Z (1 8) 
Loss on disposal ag sages oe i oe Ags (259) Oa 
i ae = (294) ~ (18) 
Net income (loss) 164 (923) 185, 
Less preferred share dividend entitlement _ : (12) | - (14) . ae (18). 
Net income (loss) to common shareholders $152 $:- (937) $2162 
Average number of common shares 
outstanding (millions) : 388 513 “098 
Net income (loss) from continuing operations 3 
per common share i ; eAgue ie: : oes 
Basic As ye oe nee tee De eng eee. 305 $2 Q.0B)e sues aa 
Fully diluted. ; $ 0.39 $2 (2305) $206 
Net income (loss) per common share Sie ES eae he a 
Basic Bee i ee $ 0.39 $5099) = 0 ees oe 
Fully diluted = oe Se BS 0.89 $ 0.55 


(2.99) $ 
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Consolidated Balance Sheet 


December 31 (millions of dollars) 
ASSETS 3 
. Current assets 


~ Receivables (Note De ; = : ae . 
‘Inventories (Note 2) 


: Investments and other assets (Note 3) 
Plant, property and equipment, net (Note 4) 
Assets of continuing. operations. Ae 


Net assets of discontinued operation (Note 5) 


. LIABILITIES AND COMMON SHAREHOLDERS’ EQUITY 
Current liabilities ea 
oe - Bank loans (Note 6) oe ket ae a $ 
_ Accounts payable and-accrued i liabilities (Note Ie ee 

Long- -term debt instalments due within one year (Note 6) 


Long-term debt bt (Note 6) 
_Cost- of-service 3 
-Non- cost- of-service 


Other deferied credits (Note 8) 
_ Preferred shares — redeemable (Note 9) 
Convertible debentures and common shareholders’ equity 
; Convertible d debentures (Note 10) 
Common shareholders’ equity 
Common shares and ‘warrants ( (Note ioe 
iS ~ Cumulative translation adjustment (Note 12) ae 
_Reinvested earnings (deficit) 


Contingencies and commitments (Notes 6,9 and 19) | 


oe 


J.E. Newall, Director 


On behalf of the bone: 


1992 


1991 1990. 


$ 2 $ 3 
383 440 

291 355 

676 798 

280 522 
4,846. - 4,734 
5,802 6,054 

= 627 

$ 5,802 $ 6,681 
$1296) $22 
535 628 

106 92 

903 962 
2,270 1,950 
786 950 
3,056 .2;900 
142 256 

189 195 

150 150 
1,832 1,624 

13 20 

(483) 574 
[512 2,368 

$ 5,802 $. 6,681 


Oe Skt 


Harley N. Hotchkiss, Director 


See accompanying Summary of Accounting Policies and Notes to Consolidated Financial Statements. . 
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Consolidated Statement of Reinvested Earnings | 


Year Ended December 31 (millions of dollars) =) a 1992 pubes : LOOT es - +1990: 
-Reinvested earnings (deficit), beginning. ob yeat, 1s: $< (483) erie ree es 
Naincome(es) ie 
Transfer from common ee capital 3 ee : Beans tei ; BS epee 8 oe 
; | | 164 (349) 747 
Less dividends MGR Se er Oe eas ine 
‘Preferred shares : be ei Se . On ae Ge (12) = : : Ss 3 (14) ; . : iS Lge 5 
Common shares See at Od es i eee (95) Bee ee (120) = Lo aan (155). 
3 oe eke ted ike (407) ree a | (173). 
Reinvested earnings (deficit), end of year. eS AS BP $ (483) . Ph ee 


In 1992, pursuant to a resolution of i its common shareholders, the Corporation reduced the Ta common share capital by $483 million in order to eliminate the deficit as at 
December 31, 1991. : 


In 1987, pursuant to a resolution of its Board of Directors and in Oe with the reorganization of its share oe the | ee transferred the balance in the Conteibated surpins 
account of $227 million to reinvested earnings.” 


PS ELE LOI LASSIE SILL DIELS VE ASE LOM LEE EEE ESS ILE NEEL IDEA ELS LEE E EEE OBESE SULT ELLIE AGE EE TTR SCSI EBS ONDE_ EL DEGS FELLA LLP LSD ERLE DAES PELE LES LE LEBEL LE DED EEE LOET EELS 


See accompanying Sunimary of Accounting Policies and Notes to Consolidated Financial Statements. 


7. 


Consolidated Statement of Cash Flows 


Year Ended December 31 ( millions of dollars) 


Le aSee accompanying Summary of Accounting Policies and Notes to Consolidated Financial Statements. 
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1991 1990 
Operating activities . gah 
Net income (loss) from ‘continuing operations eee ee 164 $ (629) “203° 
__ Depreciation and depletion fig ne ey a ~ 300 308. 
_. Deferred income taxes - : : faAGe (99) eal 
= Equity i in: earnings of affiliates : (39) : ik (33). (34) . 
ie “Loss (gain) on investments ee awe So: (14) 
Non- cash 1 items i in restructuring charge _ bps ee 7683 edt 
Other es eGo eee SO 45 
; Funds from continuing operations 451 223 509 
___Changes in non-cash working capital ( (Note. 2) er (22) ‘ pe eo a, ; (24) 
~ Cash from continuing Operations |). : 429 ¢ 246 485 
Cash used by discontinued operation ees ee pee (35) (40): 
) > 5 ae 429 2M 445 
Investing activities We : 
Proceeds onsale of investments oe oe aes, i 256 
__ Plant, property and ‘equipment additions aie ies os (530) (666) (933) 
~ Other assets and long- -term investments Sa re ; (66) : : fe 8) _ (63) 
~ Cash received from long- -term iinlestents: A ene. 47 . 355° 41 .. 
: _Changes in non ee capital (Note 17) ant ie Mee ee (3) (16) 
(549) (327) 285 
Financing activities one . E ae 
Common shares issued 05 0 ss 508 pee 3 7. 
a Long- -term debt additions. ES oT ene ert aor 727 714 806 
Long-term debt repaid ne tee ° (1,010) (663) (1,375) 
Preferred shares purchased fc for cancellation : be ae aed): 3 ae (6) ; —A9Y 
"Dividends | Te Rees (134) (173) 
—Changesincurrentbankloans 4) si—iti(i‘~;~sSCS™*C‘A*YC eae (26) 
__Changes in non-cash 1 working capital (Note 1 7) Bey es ee Q 1) - 
3 135, 115 (770) 
Increase sacs in n cash 15 (1) -(40) 
Cash at beginning of year_ See EA: 43 
Cash at end of year $ 17° $ 2 ay 
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summary of Accounting lies 


The consolidated financial statements have been prepared 


on the historical cost basis in accordance with accounting 


principles generally accepted in Canada and conform in all 


material respects with International Accounting Standards. 


All dollar figures used in the consolidated financial state- 
ments are reported in Canadian dollars unless otherwise — 


indicated. The significant accounting policies are as follows: . 


Principles of consolidation 

The consolidated financial-statements include the accounts 
‘of NOVA Corporation of Alberta (the “Corporation” or 
“NOVA”), which is: err ear under the laws of Alberta, 
and its subsidiaries. 


Cost-of-service 


Pipeline and some operations in the chemicals business 
operate under billing arrangements which provide for the 


recovery of reasonable and necessary operating expenses, 


cost of feedstock and fuel, depreciation, amortization, 


income and other taxes, interest and nét foreign exchange 


gains and losses in respect of debt service and an assured: 


rate of return on investment. 


Inventories 


Inventories are carried at the lower of cost and net realizable 


value. Cost is determined on first-in, first-out basis with 


no allocation of fixed production overhead. 


investments. 


The Corporation accounts for its investments in affiliates : 


and joint ventures in which it is able to exercise significant 


influence by the equity method. Under this method, the | 


investment is carried at cost plus the related share of 
undistributed earnings. Other investments are carried at 
cost. Investments held for sale are recorded at the lower of 


net realizable value and carrying value. 


Plant, property and equipment . 
Plant, property and equipment are carried at cost and 


additions include related financing costs ae major 
plant construction. 


Future removal and site restoration costs for chemi- — 


cals plants are provided for ona straight- line basis over the 
- expected remaining: economic lives of the plants when such 


0 


costs can be reasonably determined. Future removal and 
site restoration costs for pipeline operations are not 


provided for, as it is expected these costs will be recovered 


from customers. 
The Corporation’s investment in oil and gas explora- 
tion and development activities is accounted for under the » 
successful efforts method of accounting. The initial 
acquisition cost of oil and gas properties and the cost of 
drilling and equipping development wells and successful 
exploratory wells are capitalized. The costs of exploration 
wells classified as unsuccessful are charged to expense at 
the time of abandonment. All other exploration expendi- 
tures, including geological and geophysical costs and annual . 
rentals on exploratory acreage, are charged to expense as 
incurred. 


| Depreciation and teletion 


Plant and equipment are depreciated on the straight-line 
basis at annual rates varying from 2 per cent to 33 per cent 


‘which rates are designed to write these assets off over their 


estimated useful lives.’ 
For oil and gas operations, the acquisition cost of 
proved properties is amortized on the unit-of-production 
method using proved reserves. Successful exploratory wells — 
and all development wells together with related equipment 
are depleted and depreciated on the unit-of-production 
method using proved developed reserves. The cost of 
non-producing acreage is amortized based on past experi- 
ence and other relevant factors which might impair the cost. 


- Allowance for funds used during construction 


For pipeline and some operations in the chemicals business, 
a return on capital invested in new plant under construc- 


tion is recoverable from customers and is included 


‘in income, 


Income axes. 


The deferral method of tax Flees accounting is. 


_ _ followed in respect of all income except for pipeline and 


some operations in the chemicals business which are sub- 
ject to cost-of-service agreements. Under this method, 


provision is made for income taxes deferred principally as 


a result of claiming capital cost allowance and exploration 
and development costs for income tax purposes in excess. 
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-of depreciation and depletion provided in the accounts. 
The agreements for certain cost-of-service operations 


provide for the recovery of income taxes on the taxes pay- 


able method. The income tax provision recorded for these 


operations represents only the income taxes deemed to be 


currently payable and recoverable under the billing mecha- — 


nism in place. Investment tax credits are recorded as a 
reduction in the cost of the related asset. 


Pension plans — 


The cost of pension benefits earned by employees is deter-. 
mined using the projected benefit method prorated on 
service and is charged to expense as services are rendered in 
_all operations except for those which are subject to cost-of- 
service agreements. The cost of pension benefits reflects 


management's best estimates of the expected investment | 


yields, salary escalations, mortality rates, terminations and 
the age at which members will retire. Adjustments arising 
from plan amendments, experience gains and losses; and 
_ changes in assumptions are amortized on a straight-line 
basis over the estimated average remaining service lives of 
the employee groups. The adjusted market value of pension 
plan assets is determined based on a four-year moving 
average of pension plan asset market values. 

The agreements for certain cost-of-service operations 
provide for the recovery of pension costs on the basis of 


cash contributions. The pension expense for these opera- ° 


_ tions represents only contributions made to the pension 
plans during the year and therefore recoverable under the 
billing mechanism i in place. 


Postretirement benefits athe than pensions. 


The Corporation provides certain health care, dental care 
and life‘insurance benefits to eligible retirees and their 


dependants. The cost of providing these benefits is ~ 


expensed when incurred. Effective January 1, 1993, the 
Corporation will accrue these costs during the periods in 
which the employees fear service (see Note 21). 


Foreign currency translation 


Foreign operations are considered financially and opera- 
tionally independent and have been translated to Canadian 
dollars using the year-end rate of exchange (the “current 
rate”) for assets and liabilities and average rates for the year 


for revenues and expenses. Gains or losses resulting from 
these translation adjustments are deferred in a separate 
component of common shareholders’ equity, under the 
caption “Cumulative Translation Adjustment”, until 
there is a realized reduction of the investment in the foreign 
operation. 

Foreign denominated long-term monetary items 
(principally long-term debt) of Canadian operations are 


translated at the current rate of exchange. For foreign 
_ denominated long-term monetary items of cost-of-service 
_ operations, the exchange differential is recoverable from 


customers and is reported as a reduction or addition in the 
associated long-term monetary item. The unrealized trans-: 


. lation gains or losses related to non-cost-of-service 


long-term monetary items are deferred and amortized over 
the rémaining lives of the related items. 


Interest rate swap agreements 
The differential to be paid or received is accrued as inter- 
est rates change and is recognized over the lives of the 


ap TCeMents: 


Forward contacts and options 


The Corporation enters into forward contracts and options ~ 
as.a hedge against changes in commodity prices or foreign 
exchange rates. Market value gains and losses are recog- 


_ nized and the resulting credit or. debit offsets the effect of 


increases or decreases in commodity purchase prices or 


_ foreign exchange gains or losses on foreign cash flows. 


Net income (loss) per common share 


Basic net income (loss) per common share is calculated 


using the weighted average number of common shares 
outstanding during the respective year-and net income 


_(loss) after provision for preferred share dividend entitle- 
-ment. The calculation of net income (loss) per common 
share on a fully diluted basis assumes conversion of all 


securities and exercise of all common share purchase 
warrants or options if such action would result in dilution 
of net income per common share. 


< 3 
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NOTES T0 CONSOLIDATED FINANCIAL STATEMENTS 


ay neceivables 


December 31 (: millions of dollars) 

Trade ~ 

Other =e 
Allowance for doubtful accounts | ae 


1992 1991 1990 
$ 357 3. = 287 Geo a528 
SOS 

(8) (6) (7) 
$ 448 $1 22384 $ 440 


_ The Corporation sells trade receivables to certain financial 


institutions on a revolving basis to certain limits. Recourse - 


to the Corporation is limited to a maximum of 10% 


2 Inventories | 


ak ihe amount outstanding at any point in time. At 
December 31, 1992, trade receivables sold amounted to 
$126 million (1991 ~ $121 Lee 1990 - S164 ae 


RETR LEED EE SETTLE L SIS ELLEN LESLIE LEE ELL TEED LEY 


December 31 ( pillians of dollars) 1992 sol ie HT 1990 
Materialsand supplies = $ 103 $88 $2275) 
Raw matetials <2) Ra 
Work i in process . sae Ge cet : ee - ey) ; 6 
Finished goods - PAA OES 8 ern an OL aes aie Wei = 113 
$ 285 $291 $ 355 
3. Investments and Other Assets | 
December 31 (millions of dollars) © 1992 1991 1990 
Pipeline investments $202 $ ° 144 $ 145 
Chemicals investments ce S : . eRe ire 104 ayes “104 ee Lad 
Investments held for sale eee a ee a oe Re 168 
Other assets Ree re tn ee tee ees) aa Leen OG 
ive $2943. = $2280 ee 


PIPELINE INVEST MENTS - 
Pipeline investments at December 31, 1992, consisted of 
a 50% interest in Foothills Pipe Lines Ltd., a company 


responsible ‘for the planning, construction and operation 


of the Canadian segment of the Alaska Natural Gas Trans- 
portation System; a 50% interest in the TQM Pipeline 
Partnership (“TQM”), which operates a natural gas pipe- 


line in Québec; and a 16.2% interest in Gasinvest S.A., 


which owns 70% of the northern segment of Argentina's 
natural gas pipeline system. During 1992, Foothills Pipe 
Lines Ltd. billed NOVA $64 million for gas transportation 
services (1991 — $85 million, 1990 — $73 million). 


1 > 


CHEMICALS INVESTMENTS 


Chemicals: investments at December 31, 1992, included ; 
_ a 20% interest in the Cochin pipeline which transports 


ethane, ethylene and other products from Alberta to 
markets in Ontario and the United States; a'50% interest in | 
the Fort Saskatchewan Ethylene Storage Limited Partner- ~ 
ship; a 33.3% interest in an ethane gathering system in 
Alberta; a 50% interest in the Catalytic Distillation Teth- 
nologies Partnership which develops and sells technology, _ 


principally to the refining industry, and is located in Texas; 7 


a 42% interest in Shincor Silicones, Inc. which operates a 


silicone plant in Ohio; and a 50% interest in Pan-Alberta ie 


Resources Inc. which owns an ethane extraction plant Ben 


in Alberta. 
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INVESTMENTS. HELD FOR SALE: 
_ Investments held for sale at. December 31, 1990, a ineiied 


of a 50% interest in Western Star Trucks Inc.,a heavy-truck 
- manufacturer; Novalta Resources Inc. (“Novalta”), a wholly . 


~ owned oil and gas. company; and a 50% interest in TQM. 
- During 1991, NOVA sold its 50% interest in Western Star 


OTHER ASSETS — 

Other assets include deferred debt i issue costs which are . 
being amortized over the terms of the related debt instru- 

ments. Also included is a 31.7% interest in Grove Italia 

S.p.A., a valve manufacturer in Italy. 


Trucks Inc., and determined that its investments in Novalta. .° 


and TQM would no longer be. held for sale. 


ses ENS EM RS TTT STN ET 25 LIS NTIS LNT LIES ISR EGE SE LEDER IEEE INE TES 


4. Plat, Property and Ewipment 


SASL MAT GL ILI ESOL, 


1991 


: Discontinued Operation 


Effective June 1, 1991, NOVA accounted for its 43% inter- 


_ est in Husky Oil Ltd. (“Husky”) as an asset held for saleand. 


accordingly no longer included its share of Husky’s earnings 


or losses in NOVA’s net income. NOVA’s share of earnings... ~ 


or losses from Husky prior to this date has been pre- 
sented as a discontinued operation. On December 31, 1991, 


| Year Ended Deenber BiG millions of dollars). 
NOVA’s share of Husky’s loss _ 
| NOVA’s share of Husky’ s gain o on sale of assets 


Allocation of i interest expense re 


Income tax recovery 
Loss from operations . 
Loss on disposal of discontinued operation 


(net of income tax recovery of $50 million) _ 
Tiseshtimed operation 


LED SLIT ING III STIR ID NEI STI DOIN AGES IL ECLA BLES VEN IER ELATED. 


December St millions - dollars ue 1992 
Cost; Mie etc atnnde sis 2 poe oe : a oa 
“Pps Se ee : Oe ee 4,205 Pee GOB BIS OB 3303. 
Oke be eee 2962 PERT AR Me ico TB 5 
3 $ 7,041 $6,543 $ 6,220 
ERE depreciation. Bee ; Hees ee fe i 
Pipelines. te ee $1,020 ee 915 $805. 
~~ Chemicals Re re a 920 a FT 661 
Oba en ee ee * os “qa: 20 
$ 1,945. $:°.1,697 $ 1,486 
Net book value ere tags beg ee Q 
ene ee ee eee en ee oe Sa 3209 aes $ . 2,960 $. 2,498 
May Chet he ca ‘ a 8O0, 1,860 2,181 
Oe s e eet ee on ce Oe Maes 26 55 
« $ 5,096 $ 4,846 $ 4,734 


NOVA completed the sale of its interest in Husky for - 
proceeds of $325 million which were used to reduce non- 
cost-of-service debt. Details of the loss from discontinued 
operation, including an allocation of interest based on the 
_ estimated debt component of the net investment in Husky, 

are as follows: . 


1992 


| 1991 1990 
NEEL iio go BETAS ik 2 cay 010) 
ee Rte elo 
mc (35), (40) 
me 14 “6: 
cS (35) oy 18) 
: a (259) 
$ ~ Gas ( 294 ya $ (18) 
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6. Long-Term Debt 


December 31 (millions of dollars) 
NOVA Corporation of Alberta _ 


Unsecured Debentures and Term Notes” 


8% 
8-1/8% 
- 11-3/8% 
- 17-3/4% 
12-1/8% 
11-1/8% 
11.95% 
10-3/4% 
” 11.70% 
11.15% | 
10.95% 
11.20% 
12-5/8% 
~ 11-7/8% 
12.2% 
10% 
8-3/4% 
8-1/2% 
9.65% 
9.95% 
9-3/4%’ 
9.45% 
(7-718% 


Series a 
Series 5 


Series 6 © 
‘Series 8 


Series 9 


Series 12 


Series 13 ithe 


Series 14 - 
Series 15 

Series 16 

Series 17 
Series 18 

Series 19 

Series 20° 
Series 24 

Series B 

Series C ($U.S.) 
($U.S.). 
($U.S.) 

($U.S.) 

($U.S.) 

($U.S.) 

($U.S.) 


Swiss francs’) 


Unsecured Bank Loans and Notes”) 


Exchange differential related to : 


cost-of- service customers 


Subsidiaries ° 
Secured Loans 


Ethylene plant I Pichi 
~. Secured Loan ($U.S.)® 


-8-1/4% Secured Notes ($U.S.). 


- Ethylene plant II 


, Secured Loan ($U.S.)® 


Secured Notes 


13-3/4% Series A ($U.S.) 
9.85% Series B ($U.S.) 


Secured Bank Loan”? 


a 


Maturity 


1905 


1997 


1993 3 ae 
1993. 


2007 


SUM ea x 


2008 


io 


1994 
2014 | 


2010 see 


2001 
2016 

1996 

1994 


20 


1995 
1997 


1998 


— 2002, 


1998 


2004 


1999 
2004 
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2 SSS SSS SSS SS SSS SSS SESS SSS SSS ESS SS SS SN 


Décenber 31, ( millions of dollars i) 


Maturity: 
Exchange differential related to... : 
cost-of-service customers 
Other’? Spades Various 
Unsecured Loans”) Various 


Less instalments due within one year 


_ Cost- of-service®) 
_Non- cost- of-service. 


1992 ; 1991 2 1990 
ib) ee ne AQ Tapa they 
baie 387) Re ADS 
O50 ee 55) et ee da 

514 642 567 
AL 84 90 

SR Sie ge 3,162 - 2,992 
Sheen sh 8 A086 a POS: 
$ 2,806 $3,056 $ 2,900 
$2,353 Een Se 220 $ 1,950 
ABS om tee 986 Ce Kony 
$ 2,806 : § 3,056 $2,900 


(1) ‘As at December 31, 1992, all unsecured debentures and term notes listed under NOVA Corporation ‘of Alberta are included in the Alberta Gas Transmission Division’ s cost-of- 


service debt, except for Series 14, 16 and 17. 


(2) The interest rate is a function of generally prevailing money market interest rates, Canadian bande prime rates and London Inter Bank ered rates. The composite average interest 
rate for these loans at December 31, 1992, was approximately 5-3/4% (1991 — 8-3/4%, 1990 — 11-1/2%). Interest rate exchange agreements have been made on $72 million of variable 
rate loans to fix the interest rate at approximately 10% for periods ranging from.1 to 13 months from December 31, 1992. The Corporation is exposed to credit loss in the event of 
non-performance by the other parties to the interest rate. swap agreements. However, the Corporation does not anticipate non-performance by these parties. 


(3) Long-term debt classified as cost-of-service debt represents the debt component of the capital structure for the rate base of the Corporation’s cost-of-service operations. These regulated 
operations are subject to agreements under which the billing mechanism includes an assured return to provide for the repayment of such debt oe the payment of interest expense. 
__ Realized foreign EBA gains or losses on ue debt are also for the account of the customer. : 


In connection with various secured loans of subsidiaries, 


details of security pledged and other information related to 
these loans, which are non-recourse to the Corporation, are 
provided below: | 


ETHYLENE PLANT ic 
This financing is secured by a first fixed and floating charge 


"on the first ethylene plant, the ethylene pipeline and related 


assets ae the passe de of certain related contracts. | 


ETHYLENE PLANT II 


This financing is secured by charges:on certain of the pro- 


ceeds of the ethylene sales contracts for the second ethylene 


plant, charges on related performance guarantees and a first _ 


fixed charge on the second ethylene plant and certain 
related contracts.. . 


OTHER SECURED LOANS 
Other loans of $93 million in subsidiaries 5) December 31, 
1992 (1991 = $255 million, 1990 — $142 million) are secured 

_ by certain assets and agreements of the subsidiaries. 


SINKING FUND AND REPAYMENT REQUIREMENTS 


Sinking fund and repayment requirements in respect of. 


long-term debt for the five years following December 31, 
1992, are: 1993 — $81 million; 1994 — $491 million; 1995 — 
$262 million; 1996 — $247 million; 1997 — $172 million. 


(ede debt of $150 million at December. 31, 1992, 


" which NOVA will refinance in 1993 with long-term fund- 


ing, has been excluded from sinking fund and repayment 


; requirements. 


CURRENT BANK LOANS ; 
- Current bank loans of $222 million at December 31, 1992 


(1991 — $262 million, 1990.— $242 million) include loans of 
$33 million (1991 — $40 million, 1990 — $40 million) which 
are secured by certain assets and agreements. 


LINES OF CREDIT 
At December 31, 1992, the Corporation had unutilized 
contracted credit facility agreements with a number of 


; Canadian banks aggregating approximately $1.2 billion. 


The credit facilities expire between June 1993 and 1997 __ 
but may be renegotiated at those dates. NOVA may i 
borrow in Canadian or U.S. dollars and other freely avail- 
able European currencies at interest rates related to 
Canadian and U.S. prime rates or the London Inter Bank 
offered rates. anaes | 


<q 43 
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INTEREST EXPENSE | Re Saar ics | ) PRR Sic, 

~ Year Ended December 31 (millions of dollars) : fe d . 1992 ena 3 : 1991 ne mabye 1990 
Interest ondone-term debt (ae ee ee $$ 30G 8 aoe 
Interest on short- term debt’ | pan ee = es Sk 19 Meare ee e388 
Interest on convertible debentures leas Se ae ae Bie ee : aes sat 19 Be RON age ot 7 S. 


Interest allocated to discontinued operation oe : a ~ a ee ee Sethi eee Danae ar icon es (40) sant 
Interest income ue . (2) Mee Se 


SAME R NL LEIEE ZRSSORTR TSR TAS ISTE EBE TASTES LOOT EN RIEL SLES EMES ee SB Gta 


1 Accounts Payable and Accrued abilities 


- December 31 (millions of dollars) eo so LOZ af 1991 ae = : 1990 


Accounts payable _ “SARE pls ee ee Se 


“Other or) dees : cee 6 ais bln ie ceedO 


Accrued Mabilities 7 


ae CR 


“Other | : | Ce eit Pe ee 


Site cleanup and restoration (current portion) — era Pe ae z ae 11 aga ae 16 


Income taxes payable Seni S Cans S16 cee 27s as Are 
Dividends payable he . 28 s 230 Sh ea ee 


8. Other Deferred Credits 


December 31 (millions of dollars) ital 1992 | (1991 aoe 1990": 
Deterréd:income, taxes: £2200 “te eae Se te Me 


Deferred gain Danae imme 


Site cleanup and restoration (long: term portion) ee cee aoe ry oe pik ins wake dee Soe 26 = 
Other’ : : 44 BUe iss 308" 
mee $2 S188 nee Pee VE eat se 


_A gain realized from the sale and leaseback of the Corpora- Other deferred credits include. long-term costs asso- 
_. tion’s head office building in 1985 has been deferred and is ciated with rationalization and restructuring and accruals __ 
being credited to income over the term of the lease. for other long-term liabilities. - 


7 Prefered shares — een 


| (a) Authorized | 
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Unlimited number of cumulative Beet second and j junior preferred shares without p par value. 


100; 000,000 subordinated j PENOr preferred shares without par value. 


(. b ) Issued et outstanding 


‘Number of Shares’ 


Millions of Dollars 


December 31. | 1992 1991 1990 1992, 1991 1990 
Related to cost- -of-Service operations ee ; ere . | 
fe First preferred shares — moe ne : Oa ee oe : . 
oe ee 795 [7483.9 995 800698 BM $12 $3 
ae 9-3/4% as ee Sabo I 
ee Bia OL 795,001 800 NL. Ie ae 20 
BO ee 1,731,810" 1 824,730 980120) ag 46a: 
Variablerate ae S970 i 8 es Bs CRUADU Ec atte ae os 
| | Pees , 182 gee O89) 95 
Related to non- -cost- of. service operations» oe 
First preferred d shares | oe a ea SAP e Na aie eta 
___ Variable rate® ee | 8907-700. 65,097,700) he eID. 100 
a | $182 $189... $ 


ot c) ge eee 


- The following is a summary of material characteristics of ihe issued and outstanding preferred shares: 


~» At $25.50 per share - 


Redemption Features 


on or before May | 15, 


1994, and at $25.25 _ — a 


3 Preferred | Stock Annual 
Share _ Exchange Dividend 
Issue. . Symbol _ Per Share 
ELE SORE aN ei siete eee 
9-5/4% F $2.44 
taka’ io eee 


; thereafter 


___ At $25.00 per share . 


Sore Fund and 
Purchase Fund 
Requirements? 
Purchase fund of $750,000 annually 
wes ‘to the extent shares are available, at _ 
a price not in excess of $25. 00 per 
share; t the purchase fund i is cumula- : 
~~ tive toa maximum of $1, 500, 000 i in 
a any ¢ calendar year 3 
- Cumulative sinking fund obligation __ 
Si of ¢ 64, 000 shares annually z ata price 
ies _ hotin excess of $25.00. per share BY 
: ~ May 15 of each year 
Cumulative sinking fund obligation 
of 96, 000 shares annually at a price 
é ~ of $1 $25. 00 per share by November 15 
of each year : 


—@ 4 


- 7992 ANNUAL REPORT © NOVA CORPORATION OF ALBERTA 


Preferred ; Stock Annual 


_ Sinking Fund and 

Share Exchange Dividend ; ; Purchase Fund. 

Issue. “2 *: Symbol Per Share Redemption Features Requirements) 
7.60% H $1.90: At $25.00 pershare Purchase fund of 90, 000 shares - 
oo Me 
ciate available, at a price not in excess Ee 
of $25.00 per share?) eae 
Variable O @) At $25.00 per shares: “Purchase 3% of the shares : ae 

Rate” | retractable on — | . outstanding annually, commencing 


February 15, 1995, at 
$25.00 per share 


: February 16, 1995, at a price not in : : 
excess of $25.00 per share® 


(1) The sinking and.purchase fund requirements are at prices not in excess of the stated price per share plus accrued and unpaid dividends, if any, and the expenses related to the purchase. ; 
In addition to the cumulative mandatory sinking funds, the Corporation may call for redemption and redeem annually, through the operation of non- ~cumulative ge eee 
funds, 48,000 9-3/4% preferred shares and 72,000 9.76% preferred shares at $25.00 plus.accrued and unpaid dividends, 


The purchase requirements are approximately $7 million a year in 1993 and 1994 and $10 million a year from 1995 through EL, 


(2) Notwithstanding all reasonable efforts by the Corporation, as the Corporation in its sole discretion shall determine, to the extent that the Corporation is unable to purchase a an segregate 
of 90,000 7.60% preferred shares in any calendar year, the Corporation’s obligation to purchase shares with respect to such calendar’ year will be extinguished. 


(3) The dividend rate on these shares was 9-1/8% until February 15, 1990. After this date the dividend rate is 70% of the average Canadian prime interest rate. For 1992 this resulted 
. ina dividend rate of 5.32% or $1.33 per share (1991 --7.64% or $1.91 per share, 1990 - 9.81% or $2.45 per share). These shares were added to the eh Gas ie Division’s 


deemed cost-of-service capitalization effective January 1, 1992. 


Notwithstanding all reasonable efforts by the Corporation, as the Corporation in its sole discretion shall determine, to the extent that the Corporation i is unable to purchase the required 
number of these Variable Rate Preferred Shares in any 12-month period, the Corporation’s obligation to purchase shares with respect to such 12-month period is extinguished. 


(d) Purchases 


During 1992 the Corporation pirchosed 240,519 shares for tederaptiont or cancellation (1991 — 254, 100 eS 


1990 — 367,701 shares). 


10. Convertible Debentures | 
The convertible debentures, which are unsecured and 


mature on February 15, 2008, pay a minimum interest rate 


of 6-1/4%. They are convertible, at the holder’s option, — 


until February 15, 2008, into common shares of the 
Corporation at an initial conversion price of $10.70 per 
share, subject to adjustment in certain events, which 
equates to 14,018,692 common shares. The debentures are 
redeemable at par after February 15, 1993, and at any time 
prior to this date, at 105% of par if at least 85% of the 
original principal amount of the debentures has been 
converted. 


5 


The convertible debentures have been reported intis: 


the caption “Convertible Debentures and Common 
‘Shareholders’ Equity” on the balance sheet. At its option at 


maturity, the Corporation may issue-common shares — 
in respect of the principal amount of the outstanding 
debentures at then-prevailing market prices. The Corpora- 
tion anticipates that the convertible debentures will i 


ultimately be converted into common shares. 


‘ Il. Common hares t Wares 


(a) ‘Authorized 
Unlimited number of voting common shares without par value. 
_ 5,000,000 warrants. 


(b) Issued and suds hs 7 
; cee csi Number of Shares and Warrants . 
December 31 Lac ene ee eens 1992 es 1991 ~ 1990 


Common shares ~ 


(c) Common shares issued 


Changes in the common share capital for the three years ended Decsmbe: 31, 1992, are summarized as Bie 
sh Number .. . 


Dereniber 31,1989. 
: For cash under the dividend reinvestment it and share purchase plan 
3 On exercise of 4, 330 warrants | 
For cash on exercise ¢ of stock options (at prices ranging from $5. 85 to $6. 58) 


Deventer 31, 1990 

For cash 

For cash under the ividead reinvestment and share purchase plan : 
On exercise of 26, 050 warrants o oe 


<5 For cash on exercise of stock options (at prices ranging from $5.97 to $8. 53) i 


~ December 3119915: 
For cash . 
~ For cash under the dividend reinvestment and aire purchase plan f 
On exercise of 49, 400 warrants 
For cash on exercise of stock options (at $6. 82) 
Transfer to reinvested earnings’) 


December 31, 1992 


__. 406,280,031 325,660,912" 299,625,333. 
PWarrants yo ee 38,875> 88.075. 2114325." 
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1992 


$ 1,927 


$1,928 


of. Shares 


298,704,149 
840,694 


12,990 


67,500. 


921,184 


- 299,625,333 
25,000,000. 


840,283 


78.150. 


117,146 
26,035,579 


325,660,912. 
80,000,000. 


460,813 
148,200 
10,106 


80,619,119 


406,280,031 


Millions of Dollars 


1990 __ 
$ 1,622 

7 Dp 

- $ 1,624 


_ Common 
Share Capital 


‘(millions of dollars) 


on Lolo 
ee: 


(483) 
96 
Redussee 


(1) In. 1992, pursuant to a resolution of its common shareholders, the Corporation eee the stated common capital by $483 million in order to eliminate the deficit as 


at December 31, 1991. 


<q 4). 
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(d) Common shares SG for future issue : 


December 31 (number of shares) Cee L992) ocie 1991 wi 8: 1990 : 
Under the dividend reinvestment and share purchase plan Ue Rees ney 866,390 oe: 203, 4,167,486. 
For exercise of convertible debentures ss Ss SSS~*«éi 18,692 14,018,692. 14,018,692 
For exercise of warrants HS Hit ee - Pyke le 65 Coa 264, 825. ogi ah Ba Gas : 
Under the incentive stock option plan (1982), options a QTE oe he ae | nae 
outstanding to officers and employees topurchase : 5 ve a oe ie erates 
12,871,725 common shares at prices ranging : : 
from $6.82 to $12: 67 per: share (1991 —11, 076, 475 shares. 
at prices ranging from $6.82 to $12. 67 per share; 
“1990 — 8,595,850 shares at prices ranging from % 
$5.97. to $12.67 per share) with expiration dates 
between December 8, 1993 to April 20, 1999, and 
8,618,275 common shares are reserved but unallocated _ . Rite Po ee 
- (1991 — 2,259,975 shares; 1990 — 4,857,600 shares) oe 21,490,000 13,336,450  —«13,453,450 
38,491,707. 30,947,170 31,982,603 


(e) Common share dividends . 
Common share dividends declared amounted to $95 million or 24 cents per share i in 1992, $120 million or 38 cen per share 
in 1991 and $155 million or 52 cents ae share in 1990. _ 


(f) Warrants 
The warrants were issued in 1986 at a price of $15.00 per warrant. Each warrant entitles the holder at his or her opted to... 


obtain on exercise three common shares at any time before July 31, 1996, or either one no par value first preferred share Fae 


or one no par value second preferred share from August 1, 1991 to July 31, 1996. The Corporation may purchase for 
cancellation ORY or all of the warrants outstanding i in the markets. 


12 Cumulative Translation idsiment 


The cumulative translation adjustment represents the net unrealized foreign currency ranelavien gain on the Ghidoraian Ss 
net investment in self-sustaining foreign operations. Details of changes in the account are as follows: 


Year Ended December 31 (millions of dollars). aS 1992 1991 : 1990 : 
Beginning of year Bees 13. $220 Seo: 
Effect of changes in exchange rates during the year oon Bie Wee pe (7) oe a ae 
Realized gain on sale of assets | eos es “ 2 ae f (31) 
End of year | Sto. $ 13 $ 20 


5 eal 
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13. Gain Loss} on Investments 


; Components of the gain (loss) on investments and the related 1 income effect, net of income taxes, are provided below: ° 


( millions of dollars) 

Year ended December 31, 1991 

Year ended December ae 1990 
~ Sale of rubber b business fe 

: Sale o of Grove Italia S. P. Ge 


_ Expensing | of petrochemical start- -up costs . 


Sale of ‘geomembrane | business _ | Ae 


~ Other 


_On October 1, 1990, the Corporation sold its rubber 
business for proceeds of approximately $1.25 billion, 
plus the assumption of approximately $100 million of 


debt. Proceeds were used to repay long-term debt. The - 


ARDS AIR PEEL PLOT 


4 Restructuring Charge 


During 1991, NOVA reduced and Meteneed senior 


management to facilitate concentration on NOVA’s two 
major businesses (pipelines and chemicals), closed certain 
non- competitive chemicals plants and launched a compre- 
hensive strategic review of each of the Corporation’s 
~ chemicals businesses: As a result of these restructuring 


Per Statement Caption Net Income Effect 
S38) | $ (5) 

ee a ee) 

a se eS) 

(37) | . OTAOF 

$ Lae ati LS 4 


Corporation’s consolidated results for 1990.included - 


revenue of $641 million and operating income of 


$26 million from-the rubber business. | 


steps and expectations that chemical prices would remain — 
depressed for some time, NOVA recorded an after-tax . 

charge against earnings of $675 million. The components of 
this charge and the related income effect, net of income 
taxes, are provided below: 


(millions of dollats ) "Per Statement Caption Net Income Effect 
_ Write-down of chemicals assets acquired 

in 1988 through the purchase of Polysar 5 ie 

‘Energy & Chemical Corporation $5) 435 out 5 
Closure of non-competitive chemicals operations, | iss 

rationalization and restructuring of styrenics businesses, 

streamlining and reorganization of management, reduction 

in the carrying value of other assets and an increase in the : 

provision for deferred i income tax ne 246 175 
Write- down of Novalta Resources Inc. and an 1 interest ina ; | oe 

polypropylene plant, both of which were peal) heldforsale = 69 65 

ee!) Sue O70 


—<q 4} 
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15. General and Corporate 


Year Ended December 31 (millions of dollars) 1992 1991 1990 
Corporate and administration . $ 29 pees) bers hie ae 

. Discounting of receivables 6 12. ; Nea 

Other 13 “15: 7 

$ 48 $ 58 $ 58 


16. Income Taxes 


Income tax expense varies from amounts computed by applying the einadea federal and stovidcial statutory income tax _ 


rates to income (loss) from continuing operations before income taxes as shown in the following table: 


Year Ended Dene 31 (millions of dollars) 


Statutory income tax rate 


Income (loss) from continuing operations before income taxes 


Computed income tax expense (recovery) 

Increase (decrease) in taxes resulting from: 
Lower effective foreign tax rates 7 
Non-provision of deferred i income taxes on. 

cost-of-service operations - 

Non-deductible depreciation 
Manufacturing and processing deduction — 
Non-taxable equity in earnings of affiliates _ 


Non-taxable allowance for funds used during construction 


Non- -deductible amounts in restructuring charge 
Non-taxable investment (gains) losses Sets 
Other mee 

Income. tax expense: (recovery) 

Current income taxes 

Deferred income taxes 


Income tax expense (recovery) 3 


For pipeline and certain chemicals operations, charges to 
customers are based on cost-of-service agreements. These 


- charges include a recovery of income taxés. NOVA © 


records income tax expense on these operations equal to 
amounts recoverable under the agreements and therefore, 
there is no effect on net income. Under some agreements 


_the income taxes that are recoverable are limited to current: ' 


taxes payable. Accordingly, the 1992 provision for income 


taxes excludes deferred income tax expense of $32 million 


ce 


71992 » 1991 0 5 ee 1908 
44.3% 442% 2 PAB 8% 
erst ea en ore ee 66 
$2298 ee OP) 
CMe 
(32) (25) (23). 
1, AB eos 
(2) ee ae 
(11) (S)55 er ed 
(7) (10) (10) 
= 245 tes eae sees 
a ie ee 
‘Be ane) : aed) 
eee eo $46 3a0" 
se ON ae ee 
We ie 
$ 50° BES es) eres aa Ooe 


(1991 — $25 million, 1990 — $23 million). Cumulative 
unrecorded deferred income taxes payable amounted to 


$368 million at December 31, 1992. (1991 — $336 million, - 


1990 — $311 million): 
The principal timing difference in calculating 
deferred income taxes, for both cost- of-service and 


non-cost-of-service operations, relates to deductions for 


tax purposes in respect of plant, property and equipment 


in excess of depreciation provided for in the accounts. 
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17. Changes in Non-Cash Working Capital 


Year Ended December 31 (millions of dollars) 


‘ Receivables 


Inventories cea 
; Accounts payable and accrued liabilities , 
_ Changes in non-cash working capital 


| Reclassification and other items not having a cash effect: 


- Write- down of non- -cash working capital items . 
Z included i in restructuring charge 


3 ; _ Non-cash working capital disposed of on sale of affiliates 


~ Other items 
Changes i in non-cash working mut ne a cash effect 


These changes: relate to the following RCRIVIUES je 


Operating | 
- Investing - ) 
Rsnons 


1992 | 1991 1990 
$. (65) Se ae E88 
POG Pie a a Gde, ok helt 200 
3 " (93) (133) 
(56) 28 45 
2 (47) e 
2 : @ (120) 
Le io Oey 35 
$ (18) Be See lye oe ae 6 40) 
i ORS a i ee ee 
Pe eee eae ON wate Bye ot (LB) 

, 4 7 (21) | See 
$8) ES AY eee ee Bes (AB) 


Interest paid during 1992 amounted to $340 million (1991 — $372 million, 1990 — $453 Hee Income taxes paid during 
1992 amounted to $7 million B94 — $50 million, 1990 — $43 million). 


: 18 Pension Plans 


The Corporation has pension plans covering aineuntaly 
all employees. Pensions at retirement are related to years of 
service and remuneration during the last years of employ- 


ment and are partially indexed to inflation. Actuarial _ 
reports are prepared annually by independent actuaries _ 


for accounting and funding purposes. Funding by the 
Corporation is made in accordance with the projected unit 
_ credit method and applicable legislation. Assets of the 
plan consist primarily of publicly traded equity and fixed - 


_ Net pension expense consisted of the following: 
Year Ended December 31 (millions of dollars ) 
Current service costs 
Interest cost on projected benefit obligation 
Return on assets’ 
Net total of other components Chie 


; Rea attributable to ERA OLe contracts 
Net pension expense 


income securities. In 1992 the assumed future rates of 


return on assets and discount rates used to determine the 


estimated projected benefit obligations of the plans was 
9% (1991 — 9%, 1990 — 9%). In 1992 the assumed long- 
term salary and wage, excluding merit, escalation rates 
averaged 5.5% (1991 — 5.5%, 1990 — 5.5%). As of Decem- 


‘ber 31, 1992, the discount rate was changed to 8% with 
a corresponding change in the long-term salary and 
wage escalation rates to 4.5%. 


1992” 1991 1990 

$ 19 $ 12 $ 16 
31 25 33 

(32) (31) (39) 

(2) (5) (6) 

16 1 4 

(5) 3 4 

$ 11 eee $ 8 
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The status of the pension plans is as follows: | 


1992 Be tibae 1990 


“December 31 (millions of dollars) 
Estimated obligations ; . es cee. 
Projected benefits based on service to date and a oe ee Bet teen ese: 
present remuneration aS 2035. oN ca ee O12 oe eee feed coat a 
Additional amounts related to projected salary and ae i ee ae So Bust ma et: pe hk ie 
wage increases 139 2a 84 iw h:) 
Total projected benefit obligations 404 Pee eee 296 8 ge ROA 
Assets available at adjusted market value USO OT eres ces 360 Se 342 
Excess (deficiency) of assets over projected benefit obligations “$ (11) . $ 64 bats 69 


The excess in 1991 was eliminated in 1992 principally 
because of two factors. The plans were amended to reflect. 


increasing Revenue Canada limits on the maximum pen- 


sion payable from a registered pension plan. Assumptions 
used to determine the pension obligations were revised to — 


better reflect the future economic outlook. © 


19. Contingencies and Commitments 


(a) The Corporation leases office space, data processing 
and transportation equipment under various operating 
leases. The minimum lease payments, net of recoveries 
under cost-of-service operations and sub-leases, are 
approximately $44 million in 1992, $42 million in 1993, 
$33 million in 1994, $29 million in 1995, $29 million in 
1996, $27 million in 1997 and an aggregate of uo million 
in subsequent years. 


(b) The-agreement for the sale and leaseback of the’ 


Corporation’s head office building provides that, on or after 
January 1, 1995, the Corporation offer to purchase the 


property for $157 million at the expitation of the lease on ~ 


December 31, 1997. 


(c) In addition to the future site cleanup and restoration 
costs which have been accrued (see Notes 7 and 8), costs 


will be incurred in the future for plant sites when they are © 


_ The adjusted market value of plan assets is deter- 
famed on a four-year mogving average basis. Based’ on. 
year-end market values, the Corporation’ s pension plan 
assets at December 31, 1992 amounted to $384 million ee 
(1991 — $362 million, 1990 — $337 million). 


sold or no Jonger used in the Corporation’s operations. 
The liability with respect to these costs is not currently 
determinable. } 


(d) Various lawsuits and claims are pending by and against 
the Corporation. It is the opinion of management that final 
determination of these claims will not materially affect the 
financial position ‘or operating results of the Corporation. 


(e) The Cacadin Association of Petroleum Producers 


- (“CAPP”) has requested that the Public Utilities Board of 


Alberta (“PUB”) review NOVA’s Alberta Gas Transmission — 

Division (“AGTD”) 1993 rate of return and deemed capital - 
structure. CAPP has requested that the PUB set AGTD’s 
rate of return to reflect an 11.25% return ona deemed 
common equity component of 25%. A hearing is scheduled 
to begin in June 1993 and a decision i is expected by the fall ~ 


of 1993. 


The principal business segments of the Corporation are as 
follows: | 
Pipelines transportation of natural gas by Apne and 
related activities. 

Chemicals — production and marketing activities for various 
petrochemicals and plastics products and the ownership 


c. 


and management of natural gas reserves. NOVA’s tubber 
business, which was sold on October 1, 1990, is reported in 
the 1990 financial statements under this segment. 
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* (a) Financial information by business segment 


Year Ended-December 31 (millions of dollars) : 1992 So 199% : ; 1990 
a 
Pipelines: pe tees ee Ee oe he G83 


_ Chemicals _ Rice ee tee 25150 p58 eS. 


AO Pet rig COM ue nee ee ny a we er eee eee te yor i Bue ek Aaa eae 
ee Se ANOS B68 iP Fe $y 279 
Chemicals See Cae e130, . 29 | 373 


Equity in earnings of affiliates . | 

Be Pipelines 0 i ee ee Bel eg, 226 Pee Oe 
er a ee AP LS Sol etO 
We @therbusineses 0 ge ee Le eee fey aes eek 


Identifiable assets. rece Oe | 7 . 
ee er ee 3.7908 $. “3,275: $ . 2,833 
GTR AAIOTS SOOs a i) a aera 878 PCM dAN) oe ae ee, 79,933.02 
_ Corporate and assets held for sale Re ee i eee Rs SIRS 
ae | es $ 6,189 HOPG 5 8020 C. $ 6,054 
Plant, property and equipment additions ai ak nee i 
a a 
Merce a OP re ee 216 
| : $ 530 $666 933. 
Depreciation and depletion =~ : . peas 
Peer clineens a ee te ee Ge AE CU Bor 1d $796 
Ce ee ABT! en TI 212 
) Soe 289. $3 00e. | "$308 


(b) Financial information by geographic area, based on location of the manufacturing facilities 


Year Ended December 31 (millions GF dollars) acs ees 2 1992 - 199] : « 1990 


_ Revenue ; | 

Canada eee wer ee Ga Ea eer Eee $ 3,058 

Re ccsitee te ee er tres he! OIF ee i ee eezOL 571 

ROR ee se ee aL ES ADS ta eee ie Hine 351 

| $. 3,027 : Soar eee 3,980 

Operatingincome ees, | a os 
Canada BM ae pee ages So A546 $ 410 $549 

“United States oe ee Bee he AO) (Cee ae: 
Other’ | es | eee at a 0123 


Identifiable assets . : : 
“Canada. Te eee Bc 5,896 et BBO. $ 5,798 
United States’ eC Goce pon ae ea ; rk 307 fn) aa 256 
va Oiher ce Sea Bee as ee adore, %) 5 - 
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(c) Financial information on cost-of-service/non-cost-of-service operations 


“Year Ended December 31 (millions of dollars) 4 28 i 1992 1991 1990 : 
Revenge 
iGastotservice 6 woe Sian ee ee ee 

Non-cost-of-service | oe Loe 1,829 -— 1,911 Lous 2,945, 
: $23,027. $ 3,074 _ $3,980 
Operating income (loss) pee ke . e ig ese ees ee 
Cost-of-service cee Pee er 
“"Non-cost-of-service 9 ee 48. Sateen (61) So 
, ae Gea OG S536 $ 394 § 652 
Contribution to net income (loss) from continuing operations: : eee cs a a 
-Cost-of-service ae x peice aS tee ae ees 
- Operatingincome Bun? Wien = es 488 | $ 455 Sonate 375 
Interest expense | . ek (232) : (224) ees (189). 
Allowance for funds used during construction jee ses 1, Teao3 : 25, : 
Equity in earnings of affiliates : ie ee oe 33. 33 
Income taxes eee s . (89): (78) ae (57) 
216 209 185 
- Non-cost-of-service . . ; = & ners os a 
: Operating income (loss) - | ee se : = $ = - 48 ; ae (61) . ae 277 
Interest expense = . oe | (98) ae (117) . | 4 ~ (210) 
é Equity in earnings of affiliates Zs ere : ee Rare i a . 
Gain (loss) on investments. Ske pe ke ee ee (8) : ras Fae 
: Restructuring charge oe ae < eae ~ (750) | oy ase : 
General and corporate as | ee | (48) ee (58) ren) Coin 
Income taxes a a 39 156 | Dee PGE 
ae (52) (838) See TS 
Net income (loss) from continuing operations é “$= 164 $ (629) $: 15203 
Identifiable assets | i ey eee 
Cost-of-service ee Mee see ee er $ 3,790 “$$ 3:302- 
Non-cost-of-service pet . 2,045 2,012 a 0 75 
: $. 6,189 $ 5,802 $ 6,054 
Plant, property and equipment additions ae od 
Cost-of-sérvice Cie | beat $474 $ 583 $746: 
Non-cost-of-service ca | pee 56 pes vat en eOg 
| $ 530 $ 666 $2935. 
Depreciation aN Skids ne 
~ Cost-of-service . | oe ie rrtOS Se $2 176 $ ets 
Non-cost-of-service x ee ; = : 91 124 : Spee Tog 
| $289 $ 300 “$308 
(d) Export sales from the Corporation’s Canadian operations 
Year Ended December 31:(millions of dollars) ; Bs ous 1992 1991 1990. 
United States . ;  $ . 484 $ 535 $71. 8156 
Other . ae Ste: SPER a ee “281 eS 3706 
: 3 eee Sonrey $2 816 $ 1,194 


+ 
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cl. Reconciliation to Accounting Principles penerall Accepted i in the ited states Of America 


The consolidated financial statements of the Corporation have been prepared in accordance with accounting principles 


generally accepted in Canada (‘ ‘Canadian basis’ *) which conform to accounting principles generally accepted in the 


United States (“U.S. basis”) in most areas. The following reconciliations reflect the differences in these accounting 


pumeiples, where applicable. » 


Year Ended December 31 (millions of dollars, except for per share data) 


Net i income (loss) from oe operations in accordance 


- with Canadian basis 
Add (deduct) adjustments for: 


0 Ee Py 1991 1990 


$164 15) $5 (629 S 203 


Foreign currency translation” le 12 (8) 
_ Inventory valuation adjustment®) a 2, 9 - 
Other iS : 1 eat, fC) 
‘Net:income (loss) from continuing operations in rT Fae with U.S. basis 167. (606) 193 
Discontinued operation in accordance with Canadian basis = (294), E18) 
Foreign currency translation - te (8) 
Discontinued operation in accordance with U.S. basis oh ee mae eda) (26) 
_Net income (loss) i in accordance with U.S. basis 167 . (897) - 2167 
- Preferred share dividend entitlement (12) . (14) ( 18) 
Net income (loss) to common shareholders in accordance with U.S. basis SEDO ne eo (LL) $ 149 - 


- Net income (loss) from continuing operations per 
common share in accordance with U.S. basis 
= Primary 
— Fully diluted 


Net income (loss) per common share i in accordance with U.S. basis 


= Primary 
— Fully diluted 


Reinvested caening: (deficit) in accordance with U, S. basis“ 


(a) United States accounting principles require these long- 
term debt payable in foreign currencies be translated at the 
rates of exchange prevailing on the balance sheet date with 
the resulting translation gains or losses to be included in the 
_ determination of net income for the period. Canadian 


accounting principles require that these gains or losses be 


_ deferred and amortized over the life of the long-term debt. 


(b) United States accounting principles require an alloca- | 


tion of fixed production overhead to inventory. Canadian 
accounting principles allow the expensing of fixed produc- 


tion overhead as a period cost, thereby ecouaige these costs . 


_ from inventory. 


(c) Reinvested earnings (deficit) in accordance with the U.S. 
basis of accounting reflects the cumulative effect of adjust- 
ments to the Corporation's earnings to. December 31, 1992, 


for significant differences between the Canadian and United 


States bases of accounting. 


$90.40 € 2 (188) $057 
$- 0.40 SCE 88) $52 0:57 


$040 $277) $049 
ES MANE BOTT os $4 -0.49 
$ °° 44... $2 (499) eee 


ADDITIONAL U.S. DISCLOSURES 


(a) Postretirement benefits other than pensions: 

United States accounting principles require the adoption of 
Statement of Financial Accounting Standards No. 106 
(“FAS 106”) “Employer’s Accounting for Postretirement 
Benefits Other Than Penstons” effective January 1, 1993, for 


~NOVA’s U.S. plans and January 1, 1995, for NOVA’s non- 


U.S. plans. FAS 106 will require companies to accrue the 
expected costs of providing postretirement benefits during 
the periods in which the employees render service. NOVA 
currently expenses these costs as they are incurred (costs 
incurred in 1992 were approximately $1 million). For 
Canadian and U.S. accounting purposes the Corporation 
will be adopting FAS 106 prospectively effective January 1, 


- 1993. As a result of adopting this standard, net income 


will be reduced by approximately $2 million in 1993. The 
accumulated unrecorded postretirement benefit obligation 


as at January 1, 1993, was approximately $20 million, 


<a 55 
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which will be amortized over the estimated average) remain- 


ing service lives of = employees. 


(b) Tae taxes: 7 
FAS 109 “Accounting for Income Taxes” will require com- 


panies to recognize deferred tax assets and liabilities for the 


expected future tax consequences, based on enacted rates, 
- of existing differences between financial reporting and tax 
reporting bases of assets and liabilities. For U.S. basis 
accounting purposes the Corporation will be adopting 


FAS 109 ona prospective basis effective January 1, 1993. 
This will decrease the deferred i income tax liability as at that 


date and increase net income in 1993 by approximately. 
$10 million. Under FAS 109 the Corporation will also be 


~ required to increase its deferred income tax liability and ; 
long-term receivables by $368 million as at January 1, 1993. 


This amount represents unrecorded deferred income taxes 


to be collected from cost-of-service customers in the future 


(see Note 16).‘The provisions of FAS 109. do not conform to 


the Canadian basis of accounting and accordingly will not . 


be adopted for Canadian basis financial statements. 


(c) Fair value of financial. instruments: 
The following information is provided solely to comply 
~ with FAS 107 “Disclosures about Fair Value of Financial 


Instruments”. The Corporation warns readers to use © 


‘considerable caution in interpreting this information for 
the following reasons: 


i) NOVA’s long-term debt at fixed: interest rates es 


has been incurred principally for purposes of financing 
long-term cost-of-service assets. Interest expense on this 
debt is for the account of NOVA’s cost-of-service customers. 
These customers do not wish to be exposed to potential 


increases in interest rates and accordingly long-term debt 


is incurred at fixed interest rates. 


ii) In some instances NOVA’s unsecured debentures 
are not redeemable and in other instances it is not economi- 


-cally advantageous to refinance other long- term debt 


at current interest rates due to prepayment penalties and 


- issuance costs. 


iii) Due to the large amount of debt the Corporation 
has outstanding it is unlikely that there would be sufficient 
demand in the marketplace to refinance all of NOVA’ debt 
at its current incremental borrowing rate.. 

‘iv) Derivative instruments such as interest rate swaps, 
foreign exchange contracts and options are held for 


hedging purposes. Any unrealized gains or losses on these 


instruments will be offset a losses or gains. on other finan- 
cial instruments. 


- The following methods and assumptions were used by 


the Corporation i in estimating its fair value SESS for. 3 
financial instruments: 


Cash By currént bank loans: 
The carrying amounts reported in the balance Tee for 
cash and current bank loans approximate their fair.-value. 


Long-term debt: 
The fair value of the Corporation’s long “term debt is.» 
based on quoted market prices, where available. If quoted 
market prices are not available, fair values are estimated 


using discounted cash flow analyses, based on the Corpora- 


tion’s current incremental borrowing rates for similar types 


- of borrowing ATES 


Interest rate swap agreements: : 
The fair values of these instruments are estimated based . 
on quoted market prices of comparable contracts, adjusted 
through interpolation where necessary for maturity 
differences: 


The carrying amounts and fair values of the Corporation’s financial instruments at December 31, 1992 are as follows:. 


Fair Value: 


(millions of dollars) Carrying Amount” 
~ Cash omen eee RE eS 17 
Current bank loans $ (222) | mY. (222) wig 
Long- term debt | ‘ WR ; 
Cost-of-service ie $ (2,425) ae + Q 614) ve : 
Non-cost-of-service eae (462) oe oe Coe __(480) . os 
Interest rate swap agreements ; ie ects aS = 2 
Cost-of-service “$ me See po Sf Q7): 
Non-cost-of-service Sm —. <3 Se “$= AS 


(1). Asset (liabjlity). — 


be 
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trate Suen Fanci formation 


: sunmaie Quarterly Financial formation 


Three Months Ended ~ ee March 31 June 30 - . ‘September 30. - December 31 


(millions of dollars, except for share data) +1992 eS beg oe 1992 A991 1992 1991s 622 1992 199] 
‘Revenue ae Ee: $- 736 : 849 , 741 778. Loos Tim 795 Mes) 
Operating in income ieee eS 113 a 140 oe 134 See 142 eee _ 147 : 86 © 


Neti income (loss) from 
continuing operations before 


; restructuring charge 2 Nh eae 7 Ass ‘ sie. 37 roe (6) Ay (Samerteien S| Soe. 
Neti income (loss) ce ie : ; : ogne . ae, é ee 
a from continuing operations i$ 27. 38 : 37 KG) 47 whi: 535. (668) 

Discontinued operation yee | ee : . ine Teng 

Bee a i) e8) eG) 
Neti income (loss) | $2.27 265) 37 | ~ (48) AP (258) 2 53m (673) 
Net income (loss) to- ne Cte Sood: EN sae : Wee | ae | i | | | 
| common sharenolers «$24 2 28, BAD aa (862) 50° (676) 


Average a nhes of common - . Bl ee . 
shares outstanding (millions) ae To B49: 3007 391 eee NV 406 not 406.  —- 326 
Data per common share. | eae ; | 
a Net income (loss) from es | uae . 
oe continuing operations” : $ 007 | O12). 0.09 — : (0.04) ULES ae 0.01 0.12 (2.06) 


~ Net income (loss) 2 $20.07) 2 0.085) 0.09. (0.08): 0.112 (0.82) §° 042 (2.07) 
~ Market price ae ; - | a ee 
Toronto Stock Exchange pate 7h 
igi $ 878 Se B78 Oya 9-1/8.” 8-3/8. 9-18 8-1/8 
Prana eS 67/828 8 S14 718 BIAS. 81/8 72318 8. 6-3/8 
~ New York Stock Exchange ake ; | Chee 7 Robe te 
peeenUs i e678 ee ie 8 ee 8 7a Tle. «7-18 
~ Low ($USS.) oe Soe Gn PAB 6 63/4 6-3/4 6-3/8 6-3/8 5-5/8 
Dividends paid : $ 0.06 013. 0.06. 0.13 . < 0.06"; 0.13) <0.06— = 0:06 


(1) The net income per common share i. is calculated BS on the average LOPES ee outstanding qe each aes As. a result, the individual quarters may not add to the total 
for the year. ° : 


<5 
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oummarized Financial information on Principal Segments 


re Pipelines - Chemicals 
(millions of dollars) 1992 1991-5 19900 ae 1992 1991. 1990 
Balance sheet eae ; Seema | 5g Ne Cae 
Current assets i $9295 $17 8 $469... 47S GS Oe 
Investments and other assets e226 ie 144 158 i . 104. : . 105 162 
Plant, property and equipment 3:2 ie 2,960 - °- 2,498 | 1,800 fe _ 1,860 eee ole 
Total assets 43790), By 295 ton eee os 2,373 ok oad ai oe 
Current liabilities 208 74 ae 435000 5639.) | oo 
Long-term debt ; : ee ; a : | : 2 a: 3 es eek 
- Cost-of-service 25056 4,912 578 07 
Non-cost-of-service) os oh les 3 oh AQBC te none Oa eae : 247 ae 
Other deferred credits: - 38 43 a3] P22 See oo 240 
Total liabilities 2,302 2,130 175501 e040 1,426.2 De igae 
- Capital investment ; $ 1,488 $ 1,145 $ 1,078 . $ 1,324 $ 1,014 $: L4ll 
- Income statement ee Sees . 
Revenue $877. § 821. <8 683. $2180 
Operating expenses (330) 2 (335) (308). 2° 15(1j872) 2 (2,045)5 ee 
Depreciation. (141). =. (121) (96) asym oni (212) 
Operating income 406 Se 305 279 eee Eero yo oe 
Interest expense? (214) (2.2202). 2(a58) (116). ; (438). 2 aoe 
Other income (deductions) 34 46° LA 5 ee . (21) crea (48) ay (52) 
Income (loss) before income ; | 5 a 
taxes and restructuring charge 226 209 163t39 ey (7) . = . (157) : 81 Re 
~ Income taxes?) | (59). (49) (31) Be xe } 49 nes (53) 
Net income before peSeuctu ine . 
~ charge®) _ § hOTe $160 32 $2 1B? we eer ee i 
Cash flow 
Operating activities an dai aa : 
From operations”) =. S279 922270) oS E1845 eo el at sO) aes 286 . 
Changes in non-cash ; aa 1 es a 
working capital items (24) (32) (68) : tau on oe ee (61) | 
255 238 116 14325 33 225 
- Investing activities | } 
Plant, property and 3 : 
equipment additions (451) 0, s (555)5 a C7) (79) (111). Slee 
Other Laeeape 20 > AOR) cas eee (46) 


(488). ~ =. » (535) (695) . (612. (bt) (262) 
Cash flow before financing - cae Be pas 
Pe cewactivities nae $233). $297)... -§ 579) $82 $78 aa 
(1) Excludes an allocation of NOVA’s corporate long-term debt of $258 million in 1992, $548 million in 1991, and $700 million in 1990. , ’ 


(2) Includes an allocation of NOVA’s corporate amounts. 


(3) Excludes discontinued operation and unallocated corporate and other items. Corporate and other items represented a net loss of $ million in 1992, a net loss of $6 million i in 1991 
and net income of $43 million in 1990. 


5 
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Yon- Consolidated Balance Sheet 


December 31 (millions of dollars) - ‘ 2 | yp 1992 | 199] 1990 
Net assets ahr gt . . : eee ; eh 
Alberta Gas Transmission Division = Da S03 322 $ 2,982 $ 2,494 
‘Investments. iy Be he ; 
Peorernic eee a Ca po ee ee nS FADO. Hi 909 1,487 
RS Os as ee ee eee ee SE 20B 3 
Rete as : - ; 134045) oe 15070 yeep en 
Corporate. and other ~ : ek (40) 85 Boies 
: ae | ae $4,686 $ © 4,137 $ 4,898 
Long-term debt” a ; : 
br Covmor service Ca gt hes WG 20GT hs 01929 ee $1,501 = 
es ae Lied ops geeor aaey sey ae Be Gop eres “. ae 
Bae, PRoe aay) | 2,436 2,335 
Preferred shares—redeemable = t—~™S We ge IBD a 189 195 
. Convertible debentures and common shareholders’ equity. a 2AT2 3 pacer aod 2 : 2,368 
| 2. ae a WLR SES AGRO ss iS a 7 $ - 4,898 


(1) Includes current portion. 


‘Hon- Consolidated Capitalization — 


*. December 31 (millions of dollars) ; s 1992 199] 1990 
% Yan % 

Cost-of-service a ene oe ieee } | . 

Glcp tenndebh Gt es) e067) 62. $1,929 65, $81 64 
Preferred shares Ree e oe a #182 ee St careo ates | 985 24 
Ganuonequily 4 Mk eS 1,073 32 God 43) 808 32 

. $ - 3,322 So 2,982 $ 2,494 


NOH COs Os SCUVIEE Grain eres ei ti ek ee i ek 
_ Long-term debt [es ar eae ae Teh tener 205" 9? eB. ck 507 ‘44 $ . 744 . 31 


Preferred shares ; : oe ee - = , ELO0n 9. TOO Fer 
Common equityOs.2). 6 nr ee 1,099 81 “6548 47.2 1,560. 65 
| $ 1,364 $l toy) GA HS 2404 
Total ie , 
~Long-termdebt?. ee PG 2)382, 90) 2 24360 1591 2 $9,335. 48 
Preferred shares eae ie Ae eee ee ps 
Commonequity? = = ==—— se 2,172 46> (1,512 36 2,368 48 
oe $ 4,686 $ 4,137 $ 4,898 


(1) Includes current portion. 


- -(2) Includes convertible debentures. 


<q 3) 
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Six-Year Financial Review 


_ Funds flow coverage of financial 
charges and preferred dividends” 


Miscellaneous data 


_ Common shares outstanding — —year- -end (millions) 
— average (millions) 
~ Common shareholders at year-end (thousands) - 


Employees at year-end (thousands) 


*Not applicable. 
‘(1) Sale of rubber business. ~ : 
' (2) Acquisition of Polysar Energy & Chemical Corporation. . 
(3) Includes current portion. ° 
(4) Includes convertible debentures a warrants. 


(5) Calculation includes the effect from conversion of the convertible debentures and warrants. 


(6) Calculated using year-end market prices. 


33° 


406 
3882s 
39 


63 


ioe 


326.5 3 
ais 

ne 
eS 


ee 


Ad, AS eae 
His 


59.8 7 dace 


._ (7) Funds from continuing operations before financial charges divided ee total financial Sane and Rs hy share dividend entitlement. - 


(8) Permanent employees of NOVA, its subsidiaries and affiliates. \ 


(9) Includes $240 million of subsidiaty term preferred shares. 


. 


exer 


300°. = 1299... e245 ae 


(millions of dollars, except per share amounts, ratios and miscellaneous data) » 1992 1991 1990 1989-1988 1987 
Operating results 7 o ee 
_ Revenue Se 73,074 3,980: “T4i09 “3143 1,682 - 
Operating income | < §2 596 398 6 652 a a oe 
‘Net i income (loss) from continuing operations Be NT Sa ge Dp a ee Beet 
before restructuring charge Skee ae OB 16d 546 08S BIS ds 
Net i income (loss) from continuing , operations Bee a ase 5 “164 = = (629). 205 ee Nene 44l - 186 
~ Net income (loss) Til yy wat eG: 16d, = (923) 185 6G a0 eee 
_ Net income (loss) to common shareholders _ S$ 152 (037) 9 dey lok ee 
~ Total assets $ - 6,189 5 B02 26, 00le a 7.590 7,646 ans 
Capitalization ooh Feeaes . i ; 
Long-term debt —cost- -of-service : ok "2405 Ve a 3 029 CC E6IS asl 387. " oe 273 
—non-cost-of service 8 4) a $s -A62 = BIS, 1 963 “941 2,792. 2785 
~ Preferred shares = -cost- of-service ve Fe he Gee 51RD 80. Sera: a0 met eae 125 
=. =non-cost-of-service eG oe ect 100" 2. NO. | 108 2100 ee 0a 
Common equity . § 3172 E512, 2368, 2,059) 1855 vei 
Total capitalization “$ 5,241 4,863 5,555 6,119 6,250 3,599 
Cash flow data ; 
Funds from continuing operations . $451; 223-509. S012) 848 a 463 
Spending on plant, property and equipment _ $530 OOO es 933.5 729 hare 439 oe “200 
Capital issued —long-term debt | ae ee ei hee ee 
—common and preferred equity . $ 568 205°. ee ely Way eee 
Dividends _ —preferred shareholders $ 12 i weet oe os [Bot ea 2g 
~*~ common shareholders _ $e 298 F120 55 on er ee 
Data per common share ; 
Net income (loss) from. continuing operations pee ee : é : ae ie ae 2 
=basic | ee $0.39 2, 05) 06s Ue TBs ue 0 74ee ee 
_—fully diluted L$ 5.0398 05) 7 061 2075 1 O71. con 
EOE SE basic ; $039: (2.99) 086. 7.0.64. [hes those 
~ _ fully diluted $70.39 (2.99) 055, 0.65 5d 0.88 
Dividends oF Bese he HG. 024. 2-045) 3505225 050.0 04a ee 
Common equity at year- end?) - | § SAT = GAB 7 Sh 7.54 Bok) ee i 36° 
Market price (TSE) - —high a zy 9-1/8 Oso 9-3/8 SOA : “14-3 3/4 ee apes 
_ low —$. 6-7/8 6-3/8 6-5/8. 8-3/8 8-3/4 5-5/8 
~ =close $. 83/4 7A 858 858 ee 
Ratios > ee ae 
- Return on average common equity “% 83 ae Te C0 DAA 20.4 
Dividend payout of earnings ~ = | % 62.5 ee “92. Seed Ss a 1265: 43.8 
Dividend yield® i Op 27 OD 6.0 ee, ae ees mee 
Price/earnings® _ ; oe eee HY yh elite . Le SOS 
-Long- term debt. to common equity 2 13:1, Sonne. ats 5: i ae mp 3 oe Beat aS E 


For further 
information, 
shareholders 
are invited to 
felephone 
NOVA'S toll- 
free number: 
]-800- 
661-8686. 
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SHAREHOLDER INFORMATION 


Share Issues 


NOVA’s widely held and actively traded common 
shares are listed on the Toronto, Montreal, 
Alberta, New York and London stock exchanges 
and on Swiss stock exchanges in Geneva, Zurich 
and Basle. At December 31, 1992, approximately 
406 million common shares were outstanding and 
there were some 39,000 registered holders of 
common shares. 

In addition, five preferred share issues were 
outstanding. These issues are listed on the 
Toronto, Montreal (7.60 per cent and Variable 
Rate only) and Alberta stock exchanges. 


Share Designations 


NOVA’s share issues are designated in newspaper 
listings as “Nova” or a variation of the Corpora- 
tion’s full legal name. NOVA'’s preferred shares and 


warrants are designated as follows: 


Nova Ne p 7-3/4% 

Nova fe p 9-3/4% 

Nova G p 9.76% 

Nova lel p 7.60% 

Nova O p Variable Rate 
Nova Ww 1996 


“NVA” is the symbol assigned to NOVA by stock 
exchanges in Canada and the New York Stock 
Exchange. 


Dividend Reinvestment 
NOVA’s Dividend Reinvestment and Share Pur- 
chase Plan provides a convenient method for 


Dividends Paid and Net Income Per Common Share 


shareholders in Canada and the United States to 
acquire common shares by reinvestment of 
dividends on all or some of their NOVA common 
and preferred shares without brokerage or admin- 
istrative fees. 

Additional information on the plan may be 
obtained from the transfer agent: 
The R-M Trust Company 
600 The Dome Tower 
333 Seventh Avenue S.W. 
Calgary, Alberta, T2P 2Z1 


Notice to Participants in the Dividend 
Reinvestment and Share Purchase Plan 


A participant or the personal representative of a 
participant in the Dividend Reinvestment and 
Share Purchase Plan of NOVA Corporation 
of Alberta may withdraw from the plan, in 
accordance with the terms thereof, at any time by 
notifying The R-M Trust Company in writing. 


Non-Resident Investors 


Dividends paid to shareholders outside of Canada 
are subject to Canadian non-resident withholding 
tax, generally at the rate of 15 per cent for the 
United States and other countries where Canadian 
tax treaties apply, and 25 per cent for non-treaty 
countries. Certain exemptions or refunds related 
to the tax may be available to residents of the 
United States. Shareholders should consult their 


tax advisors. 


(dollars) 1988 1989 
BB Dividends Paid 0.42 0.50 
| Net Income from Continuing Operations 1.74 0.75 


*before restructuring charge 


1990 199] 1992 
0.52 0.45 0.24 
0.61 0.10* 0.39 
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Se a IT SL ES I EE EEA 


At the February 26, 1993 board 
meeting, JM. [Jack] MacLeod 
Was appointed to NOVA'S board 
Of directors. Mr. MacLeod has a 
Wealth of experience in the 
energu industry, including 38 
years with Shell Canada Limited. 
Mr. MacLeod served as Shell 
Canada’s president and chief 
executive officer from May 1985 
until his recent retirement. 


The Hon. Willard 2. Estey has 
announced his intention to retire 
from NOVA'S board of directors 
following the Corporation's 
Annual Meeting on April 23, 1993. 
“Bud” Estey has been a director 
since 1988 and has made an 
important contribution to the 
direction of NOVA. His counsel 
Will be missed. 


> 


UTR DIRECTORS 


f B> Hon. John B. Aird, O.C., 
Q.C., a director since 1988, is 
honorary chairman and senior 
partner in the law firm Aird 
& Berlis of Toronto. He is 
chancellor emeritus of the 
University of Toronto and 
Wilfrid Laurier University, and 
Third Visitor, Massey College, 
University of Toronto. Mr. Aird, 
who served as Lieutenant 
Governor of the Province of 
Ontario between 1980 and 1985, 
is also a director of several 
Canadian companies. He resides 
in Toronto. 


A B> Dr. F. Peter Boer was 
appointed a director in February 
1991. He ts executive vice 
president and chief technical 
officer of W.R. Grace & Co., with 
responsibilities for research and 
development, engineering, 
business development, 
environment, health and safety. 
Dr. Boer is chairman of the 
Evaluation Committee for the 
National Medal of Technology, 
United States Department of 
Commerce, and serves on several 
other governmental and 
university advisory bodies. He 
resides near Boca Raton, Florida. 


( B Ronald B. Coleman has 
been a director since 1987. He 
resigned from his position as 


senior vice president of a major 
oil company in 1979 to pursue 

a private career as an oil and gas 
consultant. Mr. Coleman is 
president, Dominion Equity 
Resource Fund, R.B. Coleman 
Consulting Co. Ltd. and 
chairman, Landmark 
Corporation. He is also a director 
of the Maritime Life Assurance 
Company and Nova Scotia 
Resources Ltd. He resides in 
Calgary. 


] B William H. Comrie joined 
NOVA’s board in May 1986. He 
is chairman of The Brick 
Warehouse Corporation, a 
Canadian company engaged in 
the retail marketing of 
furnishings, appliances and 
electronics. Mr. Comrie, who 
resides in Edmonton, 1s owner 
of the B.C. Lions Football Team. 


E B> Sir J. Graham Day was 
appointed a director in 1990. 
He graduated in law from 
Dalhousie University, Nova 
Scotia, in 1956. He is currently 
chairman of Cadbury Schweppes 
plc and PowerGen plc. Sir 
Graham 1s a director of several 
companies in the United 
Kingdom and Canada, including 
The Bank of Nova Scotia and 
Crownx Inc. He resides in 
London, England. 


F b> Hon. Willard Z. Estey, 
C.C., Q.C., a director since 
1988, is counsel to the law firm 
McCarthy Teétrault. Prior to 
April 1988, he was a Justice of 
the Supreme Court of Canada. 
Mr. Estey was appointed 
chancellor of Wilfrid Laurier 
University in 1990. He resides 
in Toronto. 


(|) B Richard F. Haskayne 
joined NOVA’: board in 1991 
and now serves as its chairman. 
He entered the oil and gas 
industry in 1960 and has held 
numerous executive positions 
until his retirement as chairman, 
president and chief executive 
officer of Interhome Energy Ltd. 
in 1991. Mr. Haskayne ts a 
director of several Canadian 
companies and resides in 
Calgary. 


p> J. Joseph Healy has been a 
director since 1977. He is 
president of Healy Motors 
Limited, of Edmonton, where he 
resides. Mr. Healy also serves on 
the boards of Healy Truck & 
Body Centre Ltd., Car Leasing 
(Alberta) Ltd. and Burnside 
Holdings Ltd. 


| B> Harley N. Hotchkiss has 
been a director since 1979. He 
resides in Calgary and is 
president and a director of 
Spartan Resources Ltd. and 
other private companies 
investing in oil and gas, real 
estate and agriculture. Mr. 
Hotchkiss also serves on the 
boards of several companies 
including The Calgary Flames 
Hockey Club Ltd. 


J) & W. Norman Kissick was 
appointed a director on 
February 28, 1992. He joined 
Union Carbide Canada Ltd. in 
1952 and held several executive 
positions prior to retiring as its 
chairman and chief executive 
officer in 1991. Mr. Kissick also 
serves on the boards of 
Canadian Pacific Forest 
Products Ltd. and The Toronto 
Dominion Bank. He resides in 
Agincourt, Ontario. 


 B> Harold P. Milavsky, ECA, 
was appointed a director in 
1988. He is a director of Trizec 
Corporation Ltd. and chairman 
of the board of Carena 
Developments Ltd. and Bowtex 
Energy (Canada) Corporation. 
He is also a director of several 
Canadian and U.S. companies. 
Mr. Milavsky resides in Calgary. 


|, B> J.E. (Ted) Newall joined 
NOVA and its board in 1991 
and 1s president and chief 
executive officer of the 
Corporation. Mr. Newall joined 
Du Pont Canada Inc. in 1958 
and held several managerial and 
executive positions until he 
retired in 1991 as chairman and 
chief executive officer of Du Pont 
Canada and senior vice 
president, Agricultural Products, 
of E.I. du Pont de Nemours & 
Co. Mr. Newall, who resides in 
Calgary, is also a director of 
several Canadian companies. 


| B Dr. Nicholas Pappas was 
appointed a director on 
February 28, 1992. He is 
president and chief operating 
officer of Rollins Environmental 
Services Inc., of Wilmington, 
Delaware. Prior to joining 
Rollins, Dr. Pappas held several 
executive positions in E.I. du 
Pont de Nemours & Co. until his 
retirement as executive vice 
president in 1990. He resides in 
Centerville, Delaware. 


\| B Robert L. Pierce, Q.C., 


has been a director since 1977. 
He is a senior vice president of 
NOVA, chairman and chief 
executive officer of Foothills Pipe 
Lines Ltd., and chairman of 
Pan-Alberta Gas Ltd. Mr. Pierce 
also serves on the boards of 
several Canadian companies 
and organizations. He resides 

in Calgary. 


() B Janice G. Rennie was 


appointed a director in 1991. 
She joined Princeton 
Developments Ltd. in 1985 and 
held several executive positions 
leading to her appointment as 
president of Princeton's Prairie 
and Northwest Territories 
Region in 1991. Mrs. Rennie is 
also president of Bellanca 
Developments Ltd. and was 
recently appointed a member of 
the Audit Committee for the 
Province of Alberta. She resides 
in Edmonton. 


P p> Cedric E. Ritchie, O.C., 


was appointed a director of the 
Corporation on February 28, 
1992. He joined The Bank of 
Nova Scotia in 1945 and held 
several managerial and 
executive positions with that 
organization until his 
appointment as chairman and 
chief executive officer and 
director. In January 1993, Mr. 
Ritchie resigned as the bank's 
chief executive officer but 
continues as chairman of the 
board and a director. He also 
serves on the boards of several 
national and international 
companies. Mr. Ritchie resides 
in Don Mills, Ontario. 


0 B Daryl K. Seaman has 


been a director since 1973 and 
was non-executive chairman of 
the board from September 1, 
1991 to April 21, 1992. He was 
co-founder of Bow Valley 
Industries Ltd., and its chatr- 
man until his retirement in 
1992. Mr. Seaman is currently 
chairman of DOX Investments 
Inc. He also serves on the 
boards of several Canadian 
companies including Trimac 
Limited and The Calgary 
Flames Hockey Club Ltd. Mr. 
Seaman resides in Calgary. 


—<@ {3 
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CORPORATE GOVERNANCE 


Over the last two years, NOVA has signifi- 
cantly strengthened the way its board of 
directors governs the business. 

First, the role of company president 
and chief executive officer was separated 
from the role of the chairman of the board 
of directors. The term served by each 
director was changed to one year from 
three-year, staggered terms. Four commit- 
tees of the board were given revised and 
strengthened mandates to improve the 
board’s ability to oversee the Corporation. 
B> The mandate of the Audit and Finance 
Committee was expanded. The commit- 
tee members oversee NOVA’s financial 
planning, reporting and audits, and admin- 
ister trust funds associated with NOVA’s 
pension and savings plans. All the individu- 
als appointed to this committee are ‘outside’ 
directors (not employed by NOVA or its 
related businesses). 

& A Human Resources Committee 
reviews candidates, compensation and 
terms of employment for senior manage- 
ment positions. The committee also 
administers the company’s pension and 
savings plans (except for its trust fund). 
Only outside directors are appointed to this 
committee. 

pw A Nominating Committee oversees the 
composition of the board and proposes new 
directors for consideration by the board. 
Bb A Public Policy, Risk & Environment 
Committee was created to strengthen the 
board’s stewardship in the areas of environ- 
ment, health and safety performance and 
to give input on NOVA’s performance as a 
corporate citizen. The committee is also 
responsible for overseeing corporate contri- 
butions, government relations and relations 
with special interest groups. 

With this framework, the ability of 
the board to conduct its governance has 
been raised to a level comparable with the 
best in corporate North America. The mem- 
bership of each board committee follows: 


+ 


AUDIT & FINANCE 
Ronald B. Coleman, William H. Comrie, J. Joseph Healy, 
Harley N. Hotchkiss (Chair), Harold P. Milavsky, Janice G. Renntie. 


HUMAN RESOURCES 

F. Peter Boer, Sir J. Graham Day, The Hon. Willard Z. Estey, 

Richard F. Haskayne (Chair), Harley N. Hotchkiss, W. Norman Kissick, 
Nicholas Pappas, Cedric E. Ritchie, Daryl K. Seaman. 


NOMINATING 
The Hon. John B. Aird, Sir J. Graham Day, The Hon. Willard Z. Estey, 
Richard F. Haskayne (Chair), J.E. Newall, Robert L. Pierce, Daryl K. Seaman. 


PUBLIC POLICY, RISK & ENVIRONMENT 

The Hon. John B. Aird, F. Peter Boer, Ronald B. Coleman, William H. Comrie, 
J. Joseph Healy, W. Norman Kissick, Harold P. Milavsky (Chair), J.E. Newall, 
Nicholas Pappas, Robert L. Pierce, Janice G. Rennie, Cedric E. Ritchie. 


Corporate Strategy and Policy Committee 


The Corporate Strategy and Policy Committee is responsible for advising 
the chief executive officer on the short- and long-term direction of the 
Corporation. The committee’s mandate includes the development of 
corporate strategy, review and approval of business plans, and monitoring 
the environment in which the company conducts its business. The 
committee is also responsible for approving annual budgets as well as 
reviewing and approving major acquisitions, divestments, investments and 
changes in business direction. The members of the committee are: 


J.E. (Ted) Newall 

Chair of the Committee; NOVA President and Chief Executive Officer 

Robert L. Pierce 

Vice Chair of the Committee; NOVA Senior Vice President; Chairman and Chief 
Executive Officer, Foothills Pipe Lines Ltd.; Chairman, Pan-Alberta Gas Ltd. 
Pierre Choquette 

NOVA Senior Vice President; Executive Vice President, Novacor Chemicals Ltd. 
John E. Feick 

NOVA Senior Vice President; President and Chief Operating Officer, 

Novacor Chemicals Ltd. 

C. Kent Jespersen 

NOVA Senior Vice President 

Donald G. Olafson 

NOVA Senior Vice President; President, Novacorp International Consulting Inc. 
Bruce W. Simpson 

NOVA Senior Vice President; President and Chief Operating Officer, Alberta Gas 
Transmission Division 

Richard C. Milner 

NOVA Vice President and Treasurer 

Jack S. Mustoe 

NOVA Vice President, General Counsel and Corporate Secretary 

Brian F. Olson 

NOVA Vice President, Human Resources 

A. Terry Poole 

NOVA Vice President and Controller 


Corporate Directory 


~ Headquarters 

NOVA Corporation of Alberta 
801 Seventh Avenue S.W. 
P.O. Box 2535, Postal Station M 
Calgary, Alberta T2P 2N6 

(403) 290-6000 

Fax (403) 290-6379 

Telex 038-21503 


Principal Subsidiary or Division Offices 
NOVA Corporation of Alberta _ 
Alberta Gas Transmission Division 
801 Seventh Avenue S.W. 

P.O. Box 2535, Postal Station M 
Calgary, Alberta T2P 2N6 

(403) 290-6000 

Fax (403) 237-6102 

Telex 038-21503 


Novacor Chemicals Ltd. 

801 Seventh Avenue S.W. 

P.O. Box 2535, Postal Station M 
Calgary, Alberta T2P 2N6 : 
(403) 290-8977 

Fax (403) 269-7410 


Novacorp International 
Consulting Inc. 

734 Seventh Avenue S.W. 

P.O. Box 2535, Postal Station M 
Calgary, Alberta T2P 2N6 

(403) 261-5200 

Fax (403) 290-6090 

Telex 038-21503 | 


Novalta Resources Inc. 

2900 Western Canadian Place 
707 Eighth Avenue S.W. 
Calgary, Alberta T2P 1H5 
(403) 261-3630 

Fax (403) 261-5461 
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Affiliated Companies 

Foothills Pipe Lines Ltd. 

3100 — 707 Eighth Avenue S.W. 
Calgary, Alberta T2P 3W8 
(403) 294-4111 

Fax (403) 294-4174 
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this annual report was printed 
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TQM Pipeline Partnership hire A Go 
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Suite 2220 

1 Place Ville Marie 
Montréal, Québec H3B 3M4 
(514) 874-8800 

Fax (514) 874-8888 
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The Canadian-manufactured 


is 507. recycled with a. 10% post- 
consumer waste content. The = 


maximize quality and clarity for 


Solicitors color and photos. | se 
The entire annual reportis 
ens heen 1004 recyclable where facilities 
Calgary, Alberta ue 
Osler, Hoskin & Harcourt The number of reports printed | 
Toronto, Ontario was closely audited to avoid — 
3 Surplus copies. 


Orrick, Herrington & Sutcliffe 
San Francisco, California 


Auditors 
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Common shares are transferable at the 
Vancouver, Calgary, Regina, Winnipeg, PRINCIPAL PHOTOGRAPHER: 
Toronto, Montreal, Halifax and London, ~ Arian Harder 
England offices of The R-M Trust Company _ 
and at the office of Mellon Securities Trust PRINTING: 


Arthurs-Jones 
Lithographing Ltd. 


Company, New York, N.Y., U.S.A. NOVA’s 
preferred shares and 1996 warrants are transfer- 
able at the offices of Montreal Trust Company 
in Vancouver, Calgary, Edmonton, Regina, 
Winnipeg, Toronto, Montreal and Halifax. 
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